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PREFACE 

Beneath the thrilling and spectacular nilitaiy campaigns of 
the war, a silent economic process baa been changing the character 
of the commerce of the world. Profound changes were taking 
|dace, the analysis and presentation of which have not yet been 
attempted. 

To what extent was trade unrestricted before the war? Was 
Germany denied the freedom of the seas commerdally? Did 
trade increase all over the world or only in particular routes of 
trade, and why? How did Europe, under the blockade, meet ita 
demands for goods? Where did the countries of the Far East, of 
South America, and of Africa obtain their supplies, when the 
shortage of shipping during the submarine cam[>aign practically 
isolated them from Europe? How was the transshipment business 
between the international jobbers of Europe and the overseas 
countries affected? To what extent did trade between neighboring 
countries increase? How did the war affect commercial policies? 
Did nationalism or internationalism grow as a result of me war? 
What are to be the after-war policies of the belligerents? These 
are but a few of the questions that have been nused 0OD(%ming 
the effects of the war on international commerce. 

To trace these changes m detail and to discuss the principles 
involved is the aim of this book. It (institutes a recital of some 
of the facts of recent history, essential to the formation of a new 
perspective, from which American merchants and bankers must 
view the new problems and responsibilities that have been thrust 
upon them. More than ever the American business man needs 
to ttiink internationally, if he would adjust himself to a world so 
different from the world of 1914, and if he would worthily lend his 
ud in guiding it through these troubled times. 

This book is a sequel to "Labor and Reconstruction in Europe," 
and like it treats of the situation abroad. Unlike the treatment of 
the labor problem, however, the present discussion takes a definite 
stand on the issues presented. It supports a liberal trade poliQ' 
and favors the consoUdatioQ of those commercial gains of war 
time, which would have accrued to the United States in the course 
of time, such as the diversification of industry and the lessened 
dependence upon foreign countries for essentials, like optical f^ass 
and dyestuffs, and for ocean tran^>ortation. 
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viii PREFACE 

In Older that it might appcu in time to be of practical value, 
the book was writtoi undei pressure. It was therefore especially 
in need of careful reading of manuscrmt and proof. For this 
service I am deeply indebted to Dr. A. M. Sakolski, of the Equitable 
Trust Company of New York, to Dr. Frank R. Rutter and Mr. J. 
J. Krai of the Department of Commerce, and to Mr. O. Wilson. 
Mr. Wesley Frost, of the Foreign Ttade Adviser's Office in the 
Department of Sute, and Mr. O. P. Austin, of the National City 
Bank of New York, have kindly offered some suggestions. The 
assistance of Miss Aime G. Cross and Miss Charlotte L. Carmoc^, 
libraiians of the Department of Commerce, is acknoiriedged. 

l^B AUIUOK. 

Augost 5, i9i(). 
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FOREWORD 

Bt Joseph Fkbmch Johnson, ttPAM or Nbw Yqbk UmviKBiTr 

SCHOtH, or COKHXKCB. 

America is at a traosidim stage. Our natkHial estate b no 
longw undeveloped. Our public dmnain has practically been 
distributed to private settlers. Our fanns have reached thdr 
Tnaximum productivity in cott(H>, wheat and com. Our mines 
have been opened and greatly developed. Our population is 
rapidly increasing, more rapidly than our domestic food siq)ply. 
All the forces that made Europe an industrial and eiqxxting 
legim are (^>erative iqwn us. 

We are becoming increasingly a manufacturing natioHj draw- 
ing to an ever greater extent upon foreign raw materials and 
in a growing measure supplying finished goods to other parts of 
the world. Our imports of crude raw materials rose from a a 
per cenL of our total imports in iSqo to 35 per cent, in 1913, 
and our exports of manufactures, ready for consumption, rose 
from 16 per cent, in 1S90 to 31 per cent, in 1913. In the same 
period our imports of manufactured goods declined relativdy. 
Tbe tendency to industrialization of the United States has been 
accentuated by the war. 

As a nation, our minds and visicm must be ttuned abroad, 
toward tbe seas — the lanes of commerce between the parts of 
tbe worid. The develt^nnent of foreign markets for American 
goods before the war had been achieved by our industrial states* 
men, the men iriio think in terms ot amtinents. The C(»idi- 
tioas resulting from tbe war have greatly increased our indus- 
trial facilities and opmed new markets to us that had been 
closely held by the other nations that arrived first on tbe 
pound. Whether we shall retain part of our gains depends on 
many factws. Primarily, we need men. An increased person- 
mi in fordgn trade is a basic prerequidte. Without the hu- 
man element our foreign trade macbinoy must lack driving 
power and Initiative. 

*^ 
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xm FOREWORD 

The conduct of our OHnmerce abroad is a national matter. 
There is in the United States no mine so remote, no farm so 
isolated as to be unaffected by the ebb and flow of our foreign 
trade. Any influence such as this book may exercise that will 
teach Americans to think in int^national terms will not only re- 
dound to the nation's welfare in the field of commerce, but will 
add to the prestige of Am^cjk in intematicmal aflairs, whidi, 
let us hope, will make for greater ri^teousness amtxig the na- 
tions. 
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INTERNATIONAL COMMERCE 
AND RECONSTRUCTION 

CHAPTER I 

SOME PRINCIPLES OF COMMERCE AND 
AMERICAN TRADE POLICY 

America is at a crucial and [daatic stage of deve]<q)meDt la 
the fidd of trade, more than in aoy other peihapa, the policy of 
the Covenunent and the attitude <A our merchants can fortify 
or shatter the anti-Prusaan ideals, which our elders have ut- 
tered, and oar youths died to establish, the standards of justice 
lather than of power, the princifde of service rather than of do- 
miaioQ. It would be a sorry day in the history of America if 
in the conduct of our commerce we bartered the ideals of a Wasb- 
ingtoD, or a Jefferson, of a Lincoln or a Wilson, for the doctrines 
of a Frederick the Great, a Kaiser Wilhelm, a Nietzsche, or a 
Benihanll. 

American ideab at work in the Revolution of 1776 created this 
federated republic and in the Civil War welded it into an indis- 
soluble union. But these ^uritual forces were not selfishly con- 
fined to ourselves. Little liberated Cuba is the product of these 
influences, the fruit of a new kind of political penetration. The 
returned Boxer indemnity to China repreaoits the spiritual con- 
quest of i willing fordgn people. America's role in the great 
war and her attitude at the peace table are not a fragment of 
a national pcdi^. In an age of world politics they are the 
fruition of purposes bom on this continent in the colonial era, 
and consciously pursued throughout 143 years of natimial de- 
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velopmeDt To-day America not only maintains her national 
positim consistently but asks that the other states of the w«ld 
coaiona to the same standard; that the nations of the earth 
choose between Prussian notions and American ideals; between 
the consciracdess pursuit of a ruthless private purpose or the 
tmivnsal maintenance of a just international policy; between 
separate seliish suspicious states and a family of frank free peo- 
ples. It is in the light of these distinctions that our aKnmerdal 
policy must be conceived. 

A. TMe Prindple of Economic DevehprnaU of Natioms 

But we are at the patting of roads in a more tangible sense. 
The United States has passed through a period of devdc^iment 
whidi is characteristic of all nations, indeed is part of universal 
law. We need but to survey the record of the more mature 
countries to determine what must be our pt^cy if we would 
further and not obstruct the inevitable course of our OHnmerce 
and industry. 

Let us recall the first principle of economic exchange. Mao 
is a ^>ecialist in production and a uoiversalist in consumpticm. 
He produces one thing and consumes, potentially, everything 
that the rest of the world can c^er. No country is so adequately 
endowed that it [Hroduces as many commodities for consumption 
as all the rest of the world, commodities which require all varie- 
ties of climate, all sorts of mineral, plant, and animal resources, 
all types of mind, all kinds of craft traditiom and skill. This is 
the foundation principle of commerce. 

But in realizing its limited potential capacities of productim, 
every country passes through various stages of develO[Hnent. 
Because of its tremendous implications to us to-day, let us ex- 
plore this principle. Some 30 years before the theory of biotogical 
evolution was made public to the world by Darwin and many 
more years before the concept of social evolution was deduced 
therefrom, an economist in the United States called attention to 
the law of the economic development of countries. This was 
I^edrich List, at one time {Wofessw at the University of Ttt- 
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AND RECONSTRUCTION 3 

bingen, and ecpelled from Gennany for bis political heresies. 
The amazing devdopment of Germany in the 40 years since the 
nnificatioD of the Federal states was based up<Hi an af^licaticn 
of the theories of List, just as the dismal destinies realized by 
the Gennao people under the unrestrained and undemocratic 
leaderdiip of a military caste were due to a d^ance of the same 
theories. He says: 

"Four distinct periods may be recognized in the economic de- 
Tclopmeot of nations by means of international trade. In the 
first, home agriculture is fostered by the importation of foreign 
manufactured gooda and the export of agricultural products and 
raw materials. In the second, home manufactures arise by the 
side of foreign imports. In the third, home manufactures supply 
the greater part of the home market. In the fourth, large quan- 
tities of home manufactured goods are exported and raw mate- 
rial and agricultural products imported from abroad. 

"The highest association of individuals now realized is that of 
the state, the nation; and the highest imaginable is that of the 
whole human race. 

"An universal republic, that is, an association in which all na- 
tions should mutually acknowledge the same legal authority and 
renounce the right of using force, as between themselves, is real- 
izable only so far as a certain number shall have reached the same, 
or nearly the same, degree of industry, civilization, political edu- 
cation, and power." 

But commerce has more than merdy a private or even a 
natimal basis. It promotes new demands and new satisfactions 
for human beings in backward countries. It increases leisure, 
and to that extent makes possible the higher life tor the masses 
of individuals. It is an agent in the democratization of the 
wwld. It multiplies the potential sources of creative culture and 
consequently broadens its basis. 

For a nation, foreign commerce diver^Ges its industries, not 
only to the extent that its native resources permit but also to 
the extent that it imports raw materials for manufacture. It de- 
creases a nation's dependence upon any one other and increases 
the number of international contacts and consequently the mu- 
tual interdq>endence of the peoples of the world. By reason 
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of intematicnal trade an iDternational axnmunify of iotCKSt 
has long been a fait accCHi^U in the economic sense. The po- 
litical institution, the league of nations, is mtxety a conscious 
extension of an existing system under which we have lived nnce 
commerce tied the world into an organic unit 

Does history bear out these views of ctHnmerce? It does. 
What differentiates modem from medieval life? In the middle 
ages the masses were limited in their movement and in their 
vi»on. The town or village limits marked (rff the scope of the 
activity of the average man. The roads were poor. Traffic 
was penalized by ttrils and restricted by risks to life and [Htip- 
erty. Trade was confined to the few essentials like iron and 
salt for the masses and to luxuries like wines and spices for the 
nobles. Poor communication and little trade meant lack of 
organized industry, small productivity per c^ita, low standards 
of living, and lack of leisure. Immobili^ spelled univosal 
want. 

Modem life presents the opposite picture. Lines of commu- 
nication circle the globe. Steamships and railroads move man 
physically around the earth. His limits are not exceeded by the 
path of the sun. Man ^leeds his messages over land and under 
the sea; through wires of o^per and spaces of ether. His vision 
comprehends the earth as con^etely as the apple he hcrfds in his 
hand. Travel and communication have been made safe, and the 
unavoidable risk has been minimized and distributed by insure 
ance. Life has been made more mobile, materially and intel- 
lectually. Products and thoughts of one country are shared 
quickly and widely. 

These conditi<Mis have been contemporaneous with w rather 
caused by the devdc^ment of physical, economic, and political 
sciences and of the related arts. The compass and the steam- 
ship, the loc(»notive, the telegraph, the cotton gin and the power 
loom, the bill of exchange and the system of credit, the corpora- 
tion and the exchanges and bourses for commodities and securi- 
ties, the modem state and the industrial dty, all are mutually 
interacting influences that with the growth of foreign commerce 
made life as we know it possible. The mechanics of civilization 
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ttoig not constitute culture, but they have rendered poaslUe its 
extension. The culture of a democracy is a by-product of ma- 
diinay. 

The Tc^d's trade in the future will be profoundly affected, 
as it was in the post, by the newly perfected instruments, the 
wirdess telegraph and telephone, the airplane, and the Diesd 
en^e. Likewise, the new economic policies and the new concepts 
of the state and ei intemational relations will modify both the 
extent and the character of foreign commerce. The stimulus to 
industrial and scientific activity, the otenaon oi human knovri- 
edge and consequently of man's contrd over his environment, 
the development of sympathy and of understanding between 
oatiiHis and races, are the by-[«oducts of commerce that surpass 
m impc»tance the material exchange of things between tbe mer^ 
chants of the world. 

Why is reiteration (A all this necessary? For the reason that 
there is a school of economists in the United States who bold that 
to us foreign trade is not important because of our large domestic 
trade, who maintain that foreign trade should be reduced because 
there are evils in the conduct of it, because selfishness in com- 
merce has bred wars, because the merchant classes of industrial 
countries exploit the backward countries. In answer to these 
statements it is necessary to picture the invigorating effect <» 
international society of the coc^tition between nations, and 
to point to the develc^iment of the race as a result of increasing 
the scope of human satisfaction by means of trade. 

B. Bistory 0/ American Commerce 

After OMisidering these elementary principles, let us apply 
them to the American situation. TIk histoiy of our commerce 
differed but little from the history of commerce in other coun- 
tries. In the century and a decade from 1800 to 1913, the 
wodd's commerce grew from $1479,000,000 to $40,420,000,000, 
or about 37 times. In the same period, the oxnmerce of the 
United States grew from $162,000,000 to $4,279,000,000, also 
about 37 times. 

D.D.t.zea by Google 



INTERNATIONAL COMMERCE 
GaowTH or Cohicesce o> the Wohlo. 






Gbowth of Couuzecb or tbe 


United State, 






Y«r 


1 Importi 


Eipcni* 


Total 


iBoo 


$gt,ooo,ooo 

17J,000,000 

850,000,000 
1,813,000,000 


871.000,000 

144,000,000 
i,3(M-ooo,ooo 
1,466,000,000 


$i6a,ooo,ooo 






'(»3 


4,379.000,000 



The history of American foreign trade conforms to the gea- 
enl law of economic development. Imports of crude materials 
ftH* use in maDufacturing increased from about 4 per coit o( 
total imports in 1820 to 35 per cent of total imports in 1913. 
Imports of manufactures for further use in maDufacturing in- 
creased from 7 per c»it to 19 per c«it of the total from 1820 to 
1913. Imports of manufactures for consumptitm decreased from 
57 per cent of total imports in 1820 to 13 per cent in 1913. As 
for foodstuffs, we have steadily decreased our imports with the 
opming of the West, particularly so in the case of manufactured 
foodstufts. 
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Our record of eiports tells a similar stoty, the development of 
a backward raw-material country into an industrialized state. 
Our eiqxKts of crude materials for use in manufactures decreased 
fran 60 per cent of the total f<x- the ;, car 1820 to 30 per cent of 
the total in 1913. On the other hand our manufaaurca for coo- 
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sumption rose frcm 6 per cent of the total in 1820 to 31 per cent 
of the total in 1913. There was similarly an increase in the 
exports of manufactures for further use in manufacturing from 9 
per cent to 17 pa cent of the total. Our exports of foodstuffs 
rose rdadvdy from 1820 to the 90's and declined since then. 
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Up to the beginning of the var in 1914 we were following the 
course of normal economic develcq>ment of nations; we were 
becoming industrialized; we were increasing our exports in vol- 
ume and increasing the percentage of exports of manufactures. 

Another phase of the economic development of a country is 
its decreasing dependence upon any one country, that is, the 
distribution of its trade over a large group. For instance, Rus- 
sa, aa undevdoped country, is more completdy dependoit on 
Germany than is France. As a country matures economically, 
it diversifies its industries and looks to more countries for its 
raw materials and se^s more countries from which to buy its 
finished products. In 1790 our expmls were $20,000,000. Five 
countries took 96 per cent of them. Great Britain took 47 per 
cent, France 13 per c«it, Spain 10 per cent, Holland 10 per cent, 
and POTtugal 6 per cent. In 1791 our imports were $25,000,000, 
of which three countries supplied 82 per cent, Great Britain 61 
per cent, France 8 per cent, and Holland 13 per crat. Before 
(be war our dependence <sa any one country was considerably 
less. Of our exports in the fiscal year ending June 30, 1914, 
the United Eiogdom to<^ 23 per cent, Germany 15 per cent, 
Canada 15 per cent, France 7 per cent, Holland 5 per cent, 
Italy 4 per cent, Cuba 4 per cent, Bdgium 3 per cent, jE^>an, 
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Argentina, Australia, and Mezioi a per cent each. Five lead- 
ing countries took 65 per cent. Similaiiy, of our imports ioi 
the fiscal year ending June 30, 1914, thne came from the 
United Kingdom 15 per cent, Germany to per cent, Canada 8 
per cent, France 7 per cent, Cuba 7 per cent, British Indies 6 
per cmt, Japan 6 per cent, Brazil 5 per cent, Mexico 5 per cent, 
Italy 3 per coit, Belgium 2 per cent, Netherlands 2 per cent, and 
Oiina a per cent The three leading countries furnished 33 pur 
cent. 

C. The Effects of tke War, PermaaeiU and Temporary 

What were the effects of the war? Some are temporary. We 
lost the trade of the Teutonic powers and countries cut ci& by 
them. We «q>orted munitions of war and [Htxlucts irtiich the 
other belligerents were temporarily miable to manufacture, be- 
cause of the devastation of their land w the shortage in man 
poww. As a result of the general shortage of shipping, intcn- 
afied by submarine activity, trade was diverted out of its pre-war 
routes and stocks of goods accumulated at pcHnts of i»i>ducti<n 
that became less accessible during the war, like sugar in Java, 
and coSee in Brazil. Prices rose and the volume of trade rose 
accordin^y, although the tonnage of goods in the trade of 
the worid fdl. With the (xssatioQ of hostilities these facton 
became in(V>erative in part After the conclusion of peace thqr 
will probably be largdy diminated. But there have been some 
pmnancot changes as wdl. Chiefly, these are such as would olti- 
niatdy have come about after the lapse of a long time. As a 
result of the shwtage of commodities imported from Genaaay 
befwe the war, new industries were established, notably the 
manufacture of dyes, nitrates, and heavy chemicals, optical glass, 
sdenUfic instruments, toys, and r^ted goods. Not only in the 
United States, but also in Brazil, Japan, India, Australia, the 
establishment of local industries was stimulated by the shortage 
of imported goods. The process of the decentralizatifn of the 
industry of the worid was accderated. Like a bomb, ttie wac 
s[dit German fordpi trade into fragments. 

D.D.t.zea by Google 



ANB RECONSTRUCTION 9 

Tbe centralization of a great group of so-called essential or 
key industries in Germany has forever been destroyed. Tariffs, 
and in some countries anti-ali«i laws, will effectually coasoUdate 
the industrial gains of the war. Then, again, the shortage of 
shipping compdled tbe rerouting of the trade of the world. 
Couisea which became temporarily expedient during the war 
were found to be pmnanently more efficient. Most of the trans- 
sfai[Hnent trade between the United States and the Far East or 
South America was routed via London, Hamburg, and Rotter- 
dam. Direct lines have since been established. We now import 
bar tin direct Iram the Far East and we have begun to smdt 
tin ore instead of buying all the metal frt»n the coimtries of 
Eun^ after the bulky ore had been lugged three-quarters of the 
way round the globe. Direct trade in wool, rubber, tea, and 
minerals was developed. The following table tells the stoiy 
strikingly: 

FosnoN TxADE OF Vsma States. 
[Fipirefl in mUUoD dollars, 000,000 omitted, covering fiscal years ending June 30.] 
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Finally, our trade balance has changed probably permanently. 
Before the war our excess of exports was about $500,000,000, 
lAich was balanced off by means of various items we owed our 
customers or sent abroad, as interest on loans, shipping charges, 
insoranoe and banking fees, expenditure of Americans abroad, 
md ranittances by European resdents in the Uiiited States. 
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During the period from July i, 1914, to Dec. 30, 1918, «■ 
roughly, the period of the war, our excess of exports amounted 
to about $13,000,000,000. 
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Id payment for this excess of eiqMrts from the United States 
during the war the European belligerents returned to the United 
States about $3,000,000,000 worth of our securities, shipped 
$1,000,000,000 in gold, borrowed in the open market about 
$1,000,000,000, and to the end of 1918 received United States 
Government advances of about $8,000,000,000. 

There can be no return to pre-war conditions. Instead of 
owing Eur(^e about $135,000,000 annually in interest, she will 
owe us about $300,000,000. Our debt for ahi^ng charges will 
likewise be reduced. On August i, 1914, we had, according to 
Mr. Huriey's recent report to the U. S. Shilling Board, 
3,700,000 gross tons of shippii^ and on November i, 1918, about 
6,100,000 gross tons, and if our program goes through we shall 
have a fleet of 20,000,000 tons, ample to absorb all the shipping 
charges we had been paying to Europe. Again, our banking 
fees were paid to European bankers, with whose bills we financed 
our exports. These will now be paid largdy to our own bank- 
eis. Thanks to the ^orts of the Federal Reserve Board, Amer^ 
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icaa accq>taDces grew from nothing in February, 1915, to over 
$3oo,cxx},ooo in February, 1919, of iriiidi about $3oo,ooo,ocx} 
represented foreign transactions. 

Finally, we expanded our industrial dualities. Our iron pro- 
duction rose from 30,000,000 Urns in igi$ to 42,000,000 tons is 
1918. Our refinery o^qier output rose from 1,600,000,000 
pomula in 1913 to 3,400,000,000 pounds in 1918. Our mining 
and manufacturing capacity increased far beyond our domestic 
requirements. We must either e]q>ort our surplus or <^ierate our 
industries at subnormal ou^ut and raise tbe cost of producticm 
ior dwnesdc needs, until our own requirements catch up with 
our production. The war thrust respcmsibilities upcn us which 
we m^ The peace finds us at a stage of economic develop- 
ment that might have taken us a generation, perhaps a half 
century, to attain. 

In order to sell abroad we shall have to invest in fordgn obli- 
gations. For the next few years at least we shall have large cred- 
its due us for interest frtHn our allies on past loans, and at the 
same time an excess of exports of materials for the rehabilitation 
of Europe. However, we cannot continue indefinitely to invest 
unless we balance the interest due us from our debtors by an 
excess of imports. This condidm characterized the trade of 
Great Britain, France, and Germany before the war. When 
Europe is restored to normal conditions the nature of our bal- 
ance of trade and the extent of our investments abroad will be 
determined, among othtt factors, by relative wages and cost of 
production in the United States and elseirtiere, the relative de- 
mand for c^tal, the standard of living, tbe prevalence of thrift, 
and the rate of interest 

D. The Prospect m Intematiotial Commerce 

Before touching on questiims of policy, let us gauge the pros- 
pect before us and some of the difficulties. If past experience be 
any guide, we may expect a quickening of the currents of com- 
merce after this war. Trade between the belligerents grew faster 
afto" the peace following the Franco-Prussian, Spanish-American, 

D.D.t.zea by Google 



12 INTERNATIONAL COMMERCE 

and Russo-Japanese wars. Human thought and activity shoold 
be quickened by the war. Contact between men, between na- 
tions, between races stimulates them to rise to new planes of ef- 
fort As the Crusades brought on the Renaissance and the mod- 
em age, who dares predict what new life the crusade of 1914- 
1918 may stimulate? Senegalese, Kaf&re, Hindus, Chinese, Aus- 
tralians, Canadians, Amolcans, all met in a great common cause 
with the older European peoples on the Selds of Prance. Mil- 
lions from all the continents and from distant lands will cany 
back to their hcunes new economic wants and new intellectual 
concepts. Africa, as large as Europe and North America com- 
bined, has one-tenth the railroad mileage of the United States. 
In Asia are hundreds of millions, whom the mechanics of western 
civilization will convert into a new worid of producers and con- 
sumers on the Occidental scale of living. In their present state 
they are restricted in their wants, and therefore in their im- 
ports. They live on a low scale, and as producers are a menace 
to the western democracies. The awakening of Asia will mean 
greater [mxluctivity, higtm* wages, more wants, increased con- 
sumption, more intnnational commerce, greater leisure, and a 
hi^er life for the Oriental. The prospect before us is a growth 
in mobility and influence of eastern civilization, and an increase 
in the range of human power and ridmess of natitmal culture. 
Wireless, airplane, the oil-buming ship, may extend the area of 
dvilization^ in its mechanical and consequently in its cultural 
asped. They will create new centers of industry and maik out 
new lanes of trade. 

In the political £^ere, the devel(q>ment of si»ne kind of a 
league of nations is bound to favor the further develc^Mnent of 
ccunmerce. It will diminish economic danger and risks, the 
universal barrier to ciHnmerce. A league of nations is indeed 
a form of international political insurance, whose premiums are 
lower than the cost of national self-insurance under the old 
regime. Some fear a revival of a narrow economic nationalism. 
However, the idea of a boycott of Germany by the worid has 
been rejected by British and French merchants, ecmomists, and 
statesmen. It is true that the nations of the world have as a re- 
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suit of the war become aware of much needless depeadtoias vpaa 
Germany for 3o<alled "key" industries, which they are bent on 
establishing and conducting themadves. However, the diversifi- 
cation of the industries of a couotry does not decrease the volume 
of cnnmerce. It meidy lessens the dependence of me country 
upon any other particular countty. The great powais with their 
divaisified manufactures trade more heavily with each othw 
than with the backward countries producing raw materials, al- 
tbou^ they are dependent for a smaller percentage of thdr trade 
npon any one country than are the undevdoped countries. 

As the great experiment progresses, the league of nations 
should be able to aid in removing many lundrances to commerce. 
In the purely mechanical phases, the development of a uniform, 
wotid-wide system of weights, measures, and currency will stimu- 
late intcraatJonal trade considerably. Our meaninglessly diverse 
standards of weights, measures, and curreniy hark bai^ to an 
immobOe dvilizaticn ^rtiich was characterized by a parochial self- 
sufficiency, both in commerce and in culture. The enormous 
wastes now involved in the use of different standards may per- 
h^>s be conceived if calendars wue made as numerous. What 
a social waste if the double-dated references to the Russian cal- 
endar had to be used for all countries. Our time relations with 
other countries would be as confusing and as intricate as our 
present sp&ce and value idations are. 

The metric system has the advantages of our decimal cur- 
rency. The need for convoting ounces, pounds, quarts, pecks, 
bushds, and tons into each other in dcunestic trade, and into the 
Ampler metric units in the myriad <q>erations in foreign trade 
constitutes an inconceivable waste of time and energy, which 
c^italized over a period of years would represent a sum far 
greater than the initial cost of the change to the metric system. 
The Intetnatitmal Hi^ Commission has endorsed the metric sy^ 
tern. Its adoptim may be the price which the United States 
will have to pay to keep and devdop Latin-American trade in 
ccanpetition with Gennany, France, Italy, Spain, and the twenty- 
two other membeis of the Metric Union. Despite the failure of 
the niaj<»ity <^ the Balfour Committee (n Ccnnmerdal and 
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Financial Policy After the War to recommend the adoption of 
the metric system in Great Britain, tlie cons«-vative British 
merchant, aroused to a new point of view by the var, may turn 
to it after weighing the deciding influences in intematiooal trade 
competition after the war. 

After its adoption, a miifonn system of wrights and measures 
might lead to further unification of trade forms and methods, 
which is needed to bring the varied, provincial organization and 
machinery of commerce into conformity with its uniform func- 
tioning and its mtonatlonal spirit. A standard bill of lading, 
consular invmce, customs dasaification, and tariff administration 
would Dot only perfect the machinery of international trade, but 
would hasten the foTmati<» of a doser unim of the nations. The 
[Kesent diversity of forms is an anachronism in these days of 
ia[ad communication of thought, a vestige of a past age. 

In the field of currency, unification is less difficult to achieve 
and promises an even greater stimulation to the trade of the 
world. The Latin unit, equivalent to $0.1930, iodudes the 
Frendi, Swiss, and Belgian franc, the Italian lira, the Spanish 
peseta, the Roumanian leu, the Serbian dinar, the Finnish mark, 
the Greek drachma, and the Venezudan bolivar. The Inter- 
national High Commission is urging the adoption of the centavo, 
equivalent to $0.30, as the unit of the Latin-American currency. 
"Gold currency coined on the ba^ of .900 fine, and w^ghing 
0.33437 gram, the American franc, could be used freely. If 
aH the Ammcan nations would coin gold of the same fineness 
and based on the same tmit of weight, the coins of one nation 
could drculate in the others, the e:q>ensive process of remelting 
and recoining would be eliminated, and finandal transactions 
between all these countries would be greatly fadlitated. The Bdap- 
tion of this new standard will form a very helpful factor in de- 
vel<^ing trade relations and effecting easy settlements betwera 
the req>ective countries." * 

* Pages S, 7 uid 8 of the Memoranda to Accompany Draft of Treaty 
for the Establishment of an International Gold Clearance Fund sub- 
mitted to the International High Commission in April, igt6, fay Paul M. 
Warburg, Vice-Governor of the Federal Reserve Board, and Architold 
Kains, Governor of the Feder^ Reserve Bank of San Francisco. 
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E. Tke Di^cidties to Overcome 

The pro^)ect in international conuneice will be conditioned by 
several difficulties. The [Htiblems of credit and of a trade pdicy 
will have to be solved. Then, there is threatening danger of the 
psychcJogy of victory. Let us take than up in inverse wder. 

(i) Tke Psychology of Victory 

Vanquished Greece conquered Rome. Will chastised Gennany 
do likewise? The victors of a war have often sowed the seeds 
of their ultimate defeat. Thus Gennany in 1871. Let us beware 
of repeating the folly. The United States and its allies and 
associates must exercise a wise restraint, not only in the Xtxmt, 
of peace, but thereafter. We and our allies dare not, except at 
our peril, build our foreign trade on the questionable eq>edients 
of pre-war Gennany. They are well known ; dumping and tem- 
porary underselling to throttle foreign competition, econ(»nic 
penetration of other countries in order to dodge measures de- 
signed by them to protect their own native mdustty against Ger- 
man competition, imitation of competitors' goods, secret rebates, 
preferential rates of transportatim, e^wrt bounties, bonuses to 
dum[>ers, all the arts of deception to secure advantage, must be 
ruled out.* We dare not tolerate in international commerce the 
unethical practices which we purged from our interstate com- 
merce after a decade of prosecution. The test of a sound policy 
is its i^Iicability by all. If all nations dumped, if all gave 
secret rebates on transpcHtation, if all extorted special tariff con- 
ces^ons, the advantages would largely vanish. They accrue only 
when a sii^e nation or a few nations make those practices part 
of a deliberate trade policy. Our actions must be based <»i an 
ethical and practical concept, the golden rule; to live and let 
live; or the philost^hic dictum of Immanuel Kant, the categor- 
ical imperative, so to live that our action may be a guide to uni- 
versal conduct. The diffused but ardent wish of enJightoied 

'Henri Haiiser~"GenDUiy'9 Commercial Grip on the World." 
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mankind must be organized into ao effective demand that ques- 
tionable trade practices be universally disoHitinued. 

Hovever, not alone will the pre-war trade policies call for 
wise consideratitm. The war psychology has conjured up the 
commerdal hymn of hate as abominable as the veises of Emst 
Lissauer, and unworthy of generous or just victors. The bc^- 
cott, the five-ply tariff which would discriminate agunst the 
goods of former enemies and grant special concessons in trade 
to former allies, the restrictioh on the export of raw materials 
to Germany, all are uneomomic proposab which must break 
down in the application. To deport all Germans to Mars or per^ 
haps some other planet preferably, to send them where Luden- 
dorff a^ed the Americans to go, or to wipe Germany off the m^ 
might effect a dean, decisive, permanent solution for the commer- 
cial diauvinist. But so long as there remain on this planet the 
soil and resources of the new Geimai^, and seven^ million highly 
gifted, even if misled, human b^gs,' it will be madness for any 

'The distinction between the people and the rulers of Germany 
wu made by President Wilson in his Fl^ D&y address in 1917. "We 
are vaguely conscious that we are fighting their cause as they will 
some day see it, as well as our own." That the distinction was a. 
real one is evident from an article on "The Twilight of Autocracy," 
which appeared October ao, 1917, in one of the leading German maga- 
zines, the Europaeische Stoats und Wirtschafts Ztifung, from the pen 
of Professor Hugo Preuss, who subsequently became the author 
of the Constitution of the present German republic "A system 
of government which is no longer capable of livii^ but which also 
cannot die because no successor capable of ruling has arisen — this is 
the position of Germany in the present historically decisive moment. 
This is the position of a people which even now is giving evidence 
of its gigantic power to an astonishing degree. Nations in other 
periods of history have risen to leadership in the family of nations 
with even a fraction of this power. But for the German people it has 
prepared the fate of an Ishmael among the nations — his hand against 
every man and every man's hand against him. In this way does the 
might of a great people devoid of lea.de'rship wotic itself out. It is 
now using up its gigantic powers in defending itself against the en- 
mity of the entire world. Yet this expenditure of energy without 
parallel is servii^ no poHttcal purpose, for Germany lacks political 
leadership, external as well as internal. The war of the nations will 
not be ended by the artifices of diplomats. Only the political leaders of 
the peoples are capable of doing this. Where are they in Germany? 
How can they arise for our people? Leadership by schooled profes- 
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countiy to reject the German peqile as coosumen and puicbas- 
eis of DOn-^jemiaii merchaadise, or to attempt to dispense irith 
those goods idiich vith the peculiar combiwitiOQ of physical re- 
sources of Germany and mental traits of the Gennan peo[rie can 
be most ecoD<»iiically produced in Gennany. The world mil 
hasten its recoveiy if it removes all hindrances to the exchange 
of goods and services as before the war. The organic life of 
the world cannot freely be resumed so IcHig as one limb is cut 
off, or the circulation in It dammed back. The plans for exten- 
sive tariff restrictic»is and anti-alien laws are a menace to the 
peace of the world. 

One of the great lessons of the war is that the most important 
asset of a nation is its human resources. The revival of France 
depends not on how much more land she can acquire, but on how 
she can increase her peculation. Earth hunger may be satisfied 
at the txpeaae of the national budget. For instance, Kamenin 
and Togoland were a fiscal burden to Germany. Italy's aspira- 
tion in the Adriatic may cost her dear. The support of lomga 
possessions is oftm the price of national vanity. 

But even when colonies do not cause a financial loss to the 
mother country, their raw materials cannot be utilized by her 
alone. Raw materials move to the dense centers of population. 
iDdian hemp, oil seeds, and hides moved to Gennany, the United 
States, and Japan, as well as to Great Britain. Goods flow 
more readily than human beings migrate. The latto* are bound 
by social ties to a fixed locus. While migration did to some 
extent move pe(q>le from densely settled lands of Eurc^ to 
North and South America, the centers of industry arose not at 
the source c^ production of raw materials, but at the points of 
aggF^ation of dense populations. Changes in the relative density 
of population may become one of the causes of war. The r^me 
of peace on this idanet will require that differences in the pres- 
sare of population be equalized, by the shifting of ownership of 
■iotials excludes genttine popular leadership. Only the political leaders 
of the people c&n gmde them who at great decisive moments adhere 
to party regardless of any autocratic system which sets up a fiction 
that it is superior to all parties. The creation of genuine political 
leadership is the ultimate problem of the world war." 
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territories, the migration of pet^es, or the developmeDt of in- 
dustry. If, in cases of unstable ecoDomic equilibrium, land can- 
not be transferred fr(Hn country to country, men must move or 
goods must Sow. 

Restrictions on migration means increasing disparity in the 
density of population, in standards of living, in wages and the 
cost of production. If, in addition, the restriction on the exports 
of raw materials or tariffs on imports of finished goods prevent 
the free flow of the products of human labor, international strain 
cannot be avoided. If the yellow race is to remain out of the 
white man's lands — and biologically it appears desirable to pre- 
vent fusion and to preserve the distinctive characters of each — 
the flow of raw materials must be unrestricted and the movement 
of finished goods not too greatly obstructed. Perhaps the dip- 
Iranats may learn this elemoitary lesson in economics before the 
oft-[HTdicted great war between the white and the yellow races 
comes to pass.* 

(ii) Depreciated Exchange 

The problem of fordgn ^change is less puzzling than it seems. 
Few of our merchants are old enough to have experienced the 
days from 1862 to 1879, when paper dollars were sot convertible 
into gold. But all of us can learn of the experience of France 
under the assignats and the United States under irredeemable 
paper. Depreciation arises from three factors: First, the trade 
balance determines the supply of and demand for bills and there- 
fore the exchange rate. 'Hiis Is usually a temporary and variable 
element except in the cases of young raw-material countries, which 

*In this connection it may be of interest to cite the address of 
Marquis Olcuma, formerly Premier of Japan, before the Japan Civili- 
zation Society. "It is a blot on justice that the whites who constitute 
less than one-third of the population o£ the world assume its contrgl, 
, , . The Japanese are considerably inferior to westerners in wealth, 
physical strength, and intellectual power, but they must show no 
hesitation in acquiring whatever is required to make them the equal 
of others. If efforts are made in this direction it is hoped that no 
difficulty will be experienced in surpassing the arrogant westerners 
and in bringing them to their knees." (CorrespondciKe Aasoeiattd 
Prtst, Yokohama, June 10, igio.) 
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aKitinuonsly import more tban they export. Thdr exdmnge rate 
would therefore be continually depressed. They secure relief by 
funding thdr debt into long-tenn loans. As a result of foreign 
investments the country becomes devdoped, exports increase, 
and the volume of etports and imports strike a new balance. 
Indd«itally, the devastated countries of Europe will for a long 
time be in an analogous position. 

Secondly, from a fiscal point of view, the relation between 
the note issues and the gold reserve of the Government deter- 
mines the extent of the depreciation of paper money. This was 
the case with most of the European bdligerents during the 
war, notably Austria and Italy. So long as there is a great and 
continuous excess of imports over exports and a low gold re- 
serve or an excess of paper currency, it is folly for any legislator 
to attempt to stabilize exchange rates, which are merely financial 
indicators. The treatment of symptoms will not cure an unsound 
ciHidition. 

Thirdly, intangible and non-economic con^derations regulate 
the rate of exchange. During the war German exchange sank 
lower than the French on the Swiss market, because of monl con- 
siderations and of the faith of the neutrals in the ultimate 
triumph of the Allies. 

Now during the war the prime consideration governing Amer- 
ica's action was to help win the victory. For this purpose we 
advanced credits to the Allies to the extent of about $10,000,- 
000,000. We tried to keep their exchanges near par so as not to 
check the flow of munitions to the battle front. There were 
substantial reasons for pegging exchange during the war. But 
the toleration was not feasible in peace times. A depredated ex- 
change tends to correct itsdf for it increases the cost of impcHts 
and decreases the cost of eiqwrts. To maintain in peace times 
an artifidal value for foreign currency would therefore do an ill 
turn to the countries involved. It would prevent automatic 
correctitHi of values in commerce. Until inflation is reduced 
and gold flows fredy again, the exchanges will fall to a new 
point of equilibrium about which fluctuations will take place as 
they do arouid normal parity. Under a paper r^pme there are 
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also "gold poiDts" in exchange to contrcJ the supply and de- 
mand. When exchange rates fall so that depreciiUiwi in ex- 
diange is greater than premium on gold or rather discount on 
paper, gold vill flow into the country. The points in gold parity 
are shifted from normal and measure the extent of d^redation 
of the currency and not the relation of suf^Iy and demand in 
the market for bills of exchange. The "gold points," ^etfao' at 
par or below par, are determined by fiscal consideradoos. The 
variations from "gold points," nonnal or subm^mal, are deter- 
mined by commercial considerations.* 

(iii) Credit for Commerce 

Tliere is a difficulty, which the United States will face. Our ex- 
cess of exports of about $500,000,000 before the war was crffset 
by invisible debits consisting of interest and dividends on Amer- 
ican securities held in Europe, foreign charges foe ship freights 
and marine insurance, fees for infernaticHial commercial banking 
paid chiefly to Great Britain, expenses of Americans touring 
abroad, and remittances of our immigrants to their friends and 
families in Europe. Our invisible pre-war debit balance of 
1500,000,000 has been ctxiverted to a credit balance of about 
$300,000,000; as an <^set we may have to inqxxt about $300,- 
000,000 mwe than we e^mrt This we can do by increasing 
imports above the pre-war figure or curtailing e^>orts below 
the pre-war figure to the extent of $700,000,000. The achieve- 
mtsA ai this feat b quite questitmable. Anotha counterpoise to 
this invisible credit balance of $100,000,000 a year would be 
created by an advance of credits to or by investments in fweign 
countries. At the time it is contracted a loan constitutes a debit 
of the lender and a credit of the borrower. At the time it is paid 
a loan is a credit of the Imder and a debit of the borrower. The 
loans we make need not be confined to our custtMuers, or our 
allies, to any power, or any group of powns, or to any continent 
A nation's ochange rate is determined by the sum total of the 

* laternational Trade Under Depreciated Paper — Quarterly lounud 
of Economiet. F. W. Taussig, May, 1917; A Rejoinder, Jacob H. 
Hollander, August, iQiS. 
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supfdy of bills of exchange against it and of the detnand for 
bills, regardless of the coundy offering or demanding the bills <» 
it. By means of arbitrage, temporary inequalities in the rate of 
escfaange of any one country (xi any two markets is eliminated. 
The level of exchange of a country is therefore rdadvely unl- 
fonn (m all the markets of the world. In brief, to nuuntain 
equilibrium in our foreign trade we must ^ther sell less or buy 
or lend mort. 

(F) The Immediate Need— Extension of Credits to Exporters 
(») Europ^s Need for Credit 

Europe in part is devastated and everywhoe is short of 
goods. The war-tavaged countries need machinery. But even 
the neutrals need raw materials which during the war the needs 
of the belligerents and the blockading of Germai^ prevented 
them from obtaining. Without food and raw materials Europe 
must fall into diaos, which may react on us. Eurc^ must have 
our goods, and to get them she needs our credit. 

But for purely selfish reasons we must lend. The alternative 
before the United States is either to curtail its excess of exports 
or to lend more. However, the choice of courses is purely theo- 
retical. We cannot to any E^preciable degree sell less. Ez- 
toisifHis to plants have been built during the war, our indus- 
trial capacity has increased, new soiures of labor have been 
tallied, and the country adjusted in an organic way to a new 
industrial situation. To curtail our fordgn sales would mean 
stagnation of industry, and the paralysis of labor. We cannot 
buy more at present, for Europe has less to sell now than 
b^ore the war. The only course open to us is to lend. The 
United States for its own sake must advance credit in order to 
move its goods. The need for credit to Europe is inevitable and 
must be met. 

(ft) Supply of Credit 

The sut^y of credit may be classified into two types, Inig- 
tam and short-term. The neutrals, like Switzerland, and bel- 
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liferents not devastated by the war, like Great Britain and Japan, 
will not need long'tenn credit. The currents of trade and in- 
dustry have Dot been interrupted and the usual short-term facil- 
ities should cover most of their future needs. Such long-term 
credits as they will apfAy for will probably be used to fund 
short-term paper floated during the war to pay for the excess 
of imports. 

(a) Short-term Credit 

The machinery fcv supplyii^ short-term credit to our expor- 
ters exists. There is no need for the proposed Government For- 
eign Trade Bank. The establishment of the Federal Reserve 
System in 1914 was singularly fcHtimate. It r«noved the legal 
disability imposed upon our banks which did not permit them 
to accept drafts drawn upon them. The member banks of the 
Federal Reserve System bad on March 4, 1919, $451,000,000 
of acceptance liabilities, which constituted only 35.4 per cent of 
their capital and surplus. The additional available acceptance 
liabilities of member banks would be over $800,000,000, a sum 
which, if turned over two to foiu: times a year, is likely to be 
ample to cover most of our needs for short-term credit toe ex- 
porters. Fot comparison, let it be noted that the acc^tance 
liabilities of ei^teen leading joint-stock banks in England were 
on June 30, 1914, and December 31, 1918, about $175,000,000 
and $350,000,000 and constituted 53.6 and 61.4 per cent of their 
capital, oa the respective dates. The three leading commerdaT 
banks of France had on May 31, 1914, acceptance liabilities of 
about $80,000,000, which constituted 42.0 per cent of their 
coital and surplus. The eight largest German credit banks had 
on December 31, 1913, acceptance liabilities of about $$25,- 
000,000, which constituted 89 per cent of th^ capital and 
surplus.* 

However, should a scarcity of short-term credit for exporters 
arise, we can create hitherto untapped reserves by the estab- 
lishment of discount bouses. Less conservative bankers believe 
that the extension of the limit of acceptance liabilities of mem- 

' Federal ReMrve Buttelin, June, 1919, page 561. 
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ber banks of the Federal Reserve System from 100 per cent of 
the capital and surplus to 300 per cent may accomfdish the 
same result However, this pr<^)osa] involves a danger of over- 
expansion, for in some cases deposit liabilities are already ten 
times the capital and surplus. It would be questionable wisdom 
to superimpose fOTngn-credit risks on top of such an extended 
credit structure. 

The discount bouses under the law would not be permitted to 
have any demand deposit liabilities but would accept drafts 
drawn upon them up to several times the ca^Mtal and sur|dus, so 
that a discount company with a capital of $10,000,000 would 
be enqiowered to accqjt up to $60,000,000 of fwdgn drafts. To 
a great extent they would relieve the banks of deposit of the 
risks of too heavy commitmrats on account of foreign accq>t- 
anc& liabilities in additloa to their (Hxiinary commercial risks. 

(b) Long-term Credit 

However, sx months' credit, which is the limit under the tmna 
of the Federal Reserve Act, would even with a renewal, hardly 
l^ovide for the needs of countries in which factories and even 
cities will have to be rebuilt and re-equi[^>ed, to say nothing of 
railroads and bridges. To establish the mechanics of dvilized 
life, whether it be in viipa Argentina or in ravaged fVance, 
requires long-term credit. 

(i) Cffvemment Advances 

During the war the United States Government advanced cred- 
its to other governments to the extent of about $10,000,000,000. 
These advances, however, must cease with the proclamation of 
peace. The sentiment is the United States is averse to lending 
by the Govwnment Private bankers, the Federal Reserve 
Board, and Congress are oj^toaed to the policy. Mr. 0. T. 
Crosby, formerly As^tant Secretary of the Treasury, and chief 
of the Inter-Ally Commission on Purchases in Paris, warned 
against further government advances. Ri^ are less carefully 
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scnitinized in owtnctiag loans between Govenunents than be- 
tween private parties, too much rdiance is based on the taxing 
power, and there is danger of inteniational c(»iq>lication when 
interest or prindpal is to be collected from weak m unwilling 
debtois. Furthermore, French and Italian statesmen are hop- 
ing that advances made by the United States Government may 
be canceled. Any increase in these sums would add to the 
urgency of such [deas. 

Yet Canada has authorized the extenaon of $25,000,000 of 
credit to Roumania to be devoted to purchases in Canada of food, 
raw materials, and manufactured goods in the ratio, 30 per 
cent, 30 per cent, and 60 per cent. A credit of $35,000,000 
was also extended to Greece. Apparently the Cadadian Govern- 
ment feels that it is the duty ndther of the banker nor of the 
txpoTtae, but of the whole people, to see that the flow of exports 
does not cease. Strange to say, Canada borrowed $75,000,000 
In the United States after it bad opened credits to Roumania 
and Greece. This procedure on the part of Canada is analogous 
to the pre-war German practice of discounting with English 
banks the short-term credit of fweign importers of German 
goods which bills the British banks refused to buy when offered 
by British exporters themsdves.^ 



(2) Itidirect Govenment Aid— The War Finance Corporation 

The United Sutes has undertaken to aid the exporter indirectly 
through the War Rnance Coipwation. 

The act creatii^ the War Finance Corporation was amended 
to read: 

"(a) That the Corporation shall be empowered and authorized, 
in order to promote commerce with foreign nations through the 
extension of credits, to make advances * * * for periods not ex- 
ceeding five years • * •. 

"(i) To any person, firm, corporation, or association engaged 
in the business of the United States of exportii^ therefrom do- 
mestic products to foreign countries, if such person, firm, corpora- 

*Cp. Henri Hauter, "Germany's Commercial Grip on the World." 
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tion, or association is, in the opinion of the hoard of directors 
of the Corporation, unable to obtain funds upon reasonable terms 
through banking channels. Any such advance shall be made only 
for ^e purpose of assisting in the exportation of such prod- 
ucts. ♦♦ • 

"(2) To any bank, banker, or trust company in the United 
States which * * * makes an advance to any such person, firm, 
corporation, or association for the purpose of assisting in the ex- 
portation of such products. 

"(b) The aggregate of the advances made by the Corporation 
under this section remaining unpaid shall never at any time ex- 
ceed the sum of $1,000,000,000. 

"(c) * * • Any such advance made by the Corporation shall 
be made upon the promissory note or notes of the borrower, with 
full and adequate security in each instance by indorsement, guar- 
anty, or otherwise. The Corporation shall retain power to require 
additional security at any time. The Corporation in its discretion 
may upon like security extend the time of payment of any such 
advance through renewals, the substitution of new obligations, or 
otherwise, but the time for the payment of any such advance shall 
not be extended beyond five years f rcnn the date on which it was 
originally made." 

However, the difBoilty inherent in the Act is that while the 
country as a whole benefits by the eaqwrt of goods, the burden 
of the present unusual risk is placed entirely upon the exporter. 
Under the drcumstaocea, many an exporter has refused to [^y 
the part of Uriah the Hittite fcH* the industrial community. 



(3) Private Means 

The fundamental difficulty inherent in the financing of fordgn 
trade by the Government is that it must lead to furth^ in- 
flation. The $10,000,000,000 of Government advances were 
made out of the proceeds of Liberty Loans and Victory notes, 
the holders of which have obtained bank credit with facility, 
which in turn may be made the basis of an issue of papa* 
money. Similarly, the War Finance Corporation received its 
$500,000,000 of ca^tal from Lib^y Loan funds. Financing 
of exports through private chaimels can be accomplished best 
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through savings. In other words, the alternatives of war 
financing, inflation versus savings, face us again during the 
transition. Government finaodng of foreign trade means in- 
flatiui. Private financing of iortiga trade invc^ves saving by 
investors. 

To m ainta i n our excess of exports at the present rate the 
United States must save $3,000,000,000 more per year. Is this 
possible? During the year ending May 31, 1919, the United 
States raised $15,300,000,000 in the third, fourth, and fifth war 
loans. True, much of it, about $4,000,000,000, is being carried l^ 
the banks, but well over $3,000,000,000 reached the ultimate in- 
vestor and was thorou^y digested. If the American investor la 
educated, as be was during the war, the need f(H- financing our iot' 
eign commerce will be generally realized and it should be pos- 
sible to raise the necessary sum through the savings of the 
pec^le. 

The Federal Reserve Board has recommended that member 
banks be permitted to invest five per cent of thdr coital and 
surplus in subsidiary corporatiwis engaged in the financing of 
f(8«ign trade. These companies might buy foreign securities, 
or float them here, as the Lackawanna Steel 5's and many Amer^ 
ican railroad bonds were issued in Europe, or as Lever Brothers 
of Great Britain floated a bond issue in the Netherlands eariy 
In the war. Then again, Europe's holdings of neutral securities 
might be liquidated in the United States. Or dse !nvestm»t 
trusts might be established.'* These organizaticms invest In 
securities, and Issue their own obligations against thdr hold- 
ings. 

The margin of safety for the hdd» of the bonds <^ an in- 
vestment trust is not only the underlying security, hut also the 
capital stock of the investmrat trust itsdf. ht the field of long- 
term credit, the investment trust occupies someirtiat an analogous 
position to the discount company in the fidd of ahort-tom 

'■Mr. Warburg recommended this course in December, 1918, at 
the Atlantic City convention of the Emergency and Reconstruc- 
tion Congress of the War Service Comtnittees of American Indus- 
tries. 
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credit, for tbe lattn* also has assets of its own to protect tlie pur- 
chaser of its obligations. 

The nnderlying security of Uie investment trust may be eitlier 
a "government," an industrial, w'the pledged security of a third 
country. The investment trust may assume one of a number of 
forms in the United States. The Webb-Pomerene law which per- 
mits (Sorters to unite in their fdrdgn selling campaigns, may 
make a commodity grou|»ing a favored type. In this instance, 
the exporting manufacturers may form a company with a paid-in 
cafHtal stock, and export their goods, receiving in payment the 
btmds or notes of foreign mills, or of a foreign govermnent. 
These may be made the basis of a bond issue of the aqjorting 
corporation, which would thus serve as an investment trust. In 
the case of newly-f(»med states, whose industries have not yet 
beoKne firmly established, it might be necessary that the notes 
or bcHids of the native companies be guaranteed or endorsed by 
thdr Govcimnait or that the credit be extended direct to the 
Government iriiich in turn would dole it out to private bor- 
rowers and thus assume the (xtmmerdal risk. 

The second type of investment trust might specialize not in 
the financing of exports of any commodity or group of com- 
nradities, but in the financing of a given region. There are both 
types in Great Britain. Some of the British investment trusts 
spedaMxe in public utilities, or in the electrical industries, some 
cmSne their investments to South American countries, and some 
to the Far East. Most of them, however, do diversify their 
risks, as an essaitial feature of safety. It might be advisable 
that American investment trusts specialize in particular coun- 
tries, as Italy, Germany, Poland, or Czecho-Slovakia. An ad- 
vantage of this type would be that former natitmals of these 
countries residing in the United States mi^t become inves- 
tors more readily than otherwise. Furtherm(M:e, the specializa- 
tion of an investment trust in the securities of one country 
would lead to a concentration of accurate credit information and 
would facilitate the investigation of new propositi<H)s and the 
follow-i^ of <Ai ones. 
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(c) The Essentu^ of an Acceptable Forapt SecwUy 

If advances are to be made to fiacaUy weak countries or to 
industries already under heavy taxation charges, some order of 
priority of lien will have to be worked out in order to assure the 
safety of interest and principal of the new loan as compared with 
the old. The analogies of private finance hold in this case, for 
the prindples of finance are essentially similar for private corpo- 
rations and for aova«igu states. A financially embarrassed com- 
pany that has good prospects may secure credit by the issue 
temporarily of receiver's certificates having a prior lien on earn- 
ings or by a reorganization and scaling down of outstanding se- 
curities. If new loans to the weak countries of Eurc^ are to be 
liens, <Ri a par with old internal loans, funds for Europe will be 
difficult to obtfun. To maintain credit abroad, European coun- 
tries will have to give priority of payment of both principal and 
interest to new money over old external loans and to the latter 
over old internal loans. Indeed, the old internal loans may have 
to be scaled down in interest or refunded by a new issue bearing 
a lower rate. Either by a capital levy or by a reducticm in inter- 
est, the weak countries of Europe may have to effect a com- 
po»tion with their credit(»s on their internal loans, in this case 
their own nationals, chieBy. Countries already under a heavy 
burden of taxation may have difficulty in meeting new interest 
charges, and it is only a matter of financial prudence that Euro- 
pean countries sustain the credit of thdr governments ox of their 
citizens and private coipmatiixis by assuring foreign lenders 
that fiscal demands above some fixed limit will not take pre- 
cedence over reconstruction loans by foreign investors. 

The rate of interest <» loans to fordgn govemmoits or indus- 
trials, as well as on collateral securities issued by the investment 
trusts will have to be competitive with domestic rates. Europe 
cannot expect to borrow hoe at 4 per cent when prime American 
industrial bonds are yielding 6 per cent. To prevent the de- 
mand for credit at home and abroad from bidding up the market 
too greatly, pahaps some rationing of the supply of capital 
may be necessary as it was'Suring the war. 
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The question of marketability of collateral trust securities 
based on foreign loans should not be unsolvable. The need for 
extending credit to Europe fw the sake of maintaining our own 
industry is so great as to warrant some large and wdl-concdved 
publicity such as floated our Liberty Loans. 

G. The ReoTgamsatiou of IntematiofuU Credit 

The methods outlined above of relieving the shortage of credit 
so as to finance exports to EurcqK is based upon customary ar- 
rangemaits between two countries. However, the question has 
been ^)proacbed as one in international cooperation. It has 
Iteen held in many quarters that some such compreheasive plan 
would be necessary. 

(i) The Effects of the War ' 

Before [M-esenting the various prc^sals it might be well to 
summarize some of the effects of the war in the financial field. 
Investments of the belligerents in South America and in neutral 
countries were either resold to original borrowers, liquidated dse- 
where to pay iae munitions, or pledged as collateral for new 
loans. A great volume of gold was transferred from the Allies 
in Eun^ to the United States, Japan, and the neutrals. In- 
flation of prices resulted from the accumulation of gold, so that 
the Scandinavian countries preferred payment in goods rather 
than in gold, iriiich was accepted only at a discount. In the 
belligerent countries huge amounts of paper money were issued. 
The percentage of gold reserves declined La spite of the ex- 
traordinary means taken to collect the gold which the population 
hoarded. The ratio of reserves to liabilities of the Bank of 
^^and was 14 per cent on July 5, 1919, as against 42 per cent 
on the corre^mnding date in 1914. The redmiptioQ of paper 
moaey in gold was discontinued and japer mcney fdl to a dis- 
count with respect to gold, except in England. Because of the 
failore in Germany, France, and Italy to raise by taxation part 
of the funds needed for the |»<eecution <A the war, the interest 
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on loans issued eariy in the war bad to be met by new loans. 
Tbe fiscal condititm of these countries was decidedly weakened 
during tbe war. However, as an offset tbe dose financial oo- 
op^Btion on the Inter-AUied Finance Commissions during tbe 
war strengthened the Allies as a groap. Furthermore, they have 
become locked together as the result of inter-ally loans. The 
United States advanced about $10,000,000,000 and Great 
Britain over $7,000,000,000 to the various members of the allied 
powers. Sterling exchange was supported at a 3 pn' cent dis- 
count in tbe New Yoik market in order not to hinder tbe neces- 
sary British purchases in tbe United States. However, in the 
uqiegged markets at Amsterdam, C(4>enbagen and Madrid It 
declined to over a 10 per cent depredation. Similarly, Froich 
and Italian exchange was maintained, with greater difBculty and 
less ^ectively, at an artifidal level by means of inter-govern- 
ment loans. The war has united tbe finandal interests of the 
nations ot the world and tbe mere signing of peace will not seva 
them. 

<ii) The Adfustmeats to Be Made 
(a) The Free Movement of Gold 

Tbe reestablishment of international credit demands that the 
massing of gold in some countries and its depletion in othoa 
be rectified. The prime test of the restoratim <tf financial 
equilibrium is the release and free flow of tbe world's gold. 
Before the war England operated on a cmnparativdy small ac- 
cumulation of gold which flowed fredy in acccHtlance with the 
rise and fall of the discount rates of the Bank of England. 
However, while the nations have their huge note issues psna- 
mided on a narrow gold reserve, gold cannot be permitted to 
move as freely as before the war. Tbe early reductitm of tbe 
vdume of paper money outstanding is imperative. 

(b) The Extended Use of the Commercial Bill of Exchange 

The greater use of tbe normal instrument of commerdal credit, 
the bill of exduinge, may make it possible for tbe natimis to get 
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along with less gold than before tbe war. In other words, while 
gcJd will continue to be used as a measure, as a standard of 
value, it will be in less use as a pby^cal medium ol exchange. 
Tlie commodities of commerce are laigdy the basis of commer- 
dal credit in Europe, and should be so everywhere. The accept- 
ance based 00 agricultural staples on the way to market has in 
the United States tended to replace loans based oa statements of 
net worth. The burden of the local banks who alone were able 
to lend on character or net worth, was reduced, and spread ova 
the banks of the United States who bou^t the paper, based on 
commodities en route to the market. New sources of credit were 
thus opened up in the United States. In an analogous way the 
extended use of the commercial bill of exchange will provide a 
great reservinr of credit, internationally, which may be drawn 
aa by the countries wluse credit needs are great. 

(c) Cooperation in Intematiotul Investment 

The devdo[«Dent ol a broad international maiket for invest- 
ments will tap new sources of credit and stimulate saving, by 
means of which alone the waste of wu' may be made good. But 
the fMt>blan of restoring ncMinal conditions in Eun^ cannot be 
taken vp piecemeal. Treated as a whole, Europe may be aided 
more efficiently. Because of the desire, expressed of&dally and 
unofficially, that govemmoit advances during the war be can- 
cded, it would be inadvisable to continue advances of credit be- 
tween governments. Private funds may be obtained if the se- 
curity is unquestioned. Just as during the war the Allies potted 
their dnnands and pro-rated the available supply of goods, so 
also during the period of rdiabilitadon each country would have 
to submit a statement of its needs, which a central commisstoo 
would allocate to the countries having the raw matnials, and 
which had j(Mned in an international loan syndicate. The bor- 
rowers would pay by an issue of long-term bonds, strongly se- 
cured and therefore bearing a reasonably low rate of interest. 
Tbe new loan should be regarded as receivers' certificates and 
should have a prior lim on the revenue of the borrower. With 
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these securities as its assets the intenational syndicate would 
issue its own bonds, and would devote the Income fran the un- 
derlying securities to the payment of interest oa the ccdiateral 
issue. AmtHTtization payments should be [Hovided for and a 
stipulation made that in case of default in the payment of inter- 
est on the part of any one country the intanaticnal syndicate 
woidd have the ri^t to draw upon the accumulated amortization 
payments for the payment of interest cm its own bcoids. The 
organic unity of the civilized world requires some unified plan. 
In various forms, it has been proposed in several countries, and 
in the United States its e^Mnent has been Mr. Vandeiiip. 

Furthermore, the creation of a resovtMr of sh<^-tNm credit 
by means of bills of exchange and the establidmient of an in- 
vestment market for long-term credit wiH make it possible to 
regulate exdiange rates and therefore the flow of commodities 
and trade, not by means of eq>ensive and needless movement (A 
non-interest bearing gold primarily, but by the shifting of Inter- 
est-bearing bills (H- securities. 

(d) Ah Internationa Reserve Bank 

The successful woriung of our Federal Reserve System has 
attracted the attention of bankers abroad. Fc»- examine, the 
late Sir Edward H. Holden in his 1918 report to the stock- 
holders of the London, City and Midland Bank, stated that the 
Federal Reserve Systnn was the best in the world. Many 
bankers see the possibility of devdt^ing scnne analogous inter- 
natloDal scheme. 

Previous to 1914, the year of the establishment of our pres- 
ent Federal Reserve banking system, the United States was 
e^x)sed to variotts dangers. The lack of confidence in one bank 
might and often did precipitate a call for gold. Reserves were 
scattered and panics aisued, althou^ the real wealth of the 
countty, that is, its productive power. Its raw materials, and its 
labor were unimpaired. As temporary expedients, the banks 
tised clearing-house certificates, based on faith entirely. The 
establishment of the Federal Reserve System led to the creaticn 
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of a centml gc4d fund, and to the possibility of reducing the 
reserve limits so that free gold over and above reserve require- 
ments ran up to $300,000,000 within sixty days after the In- 
augurati<Hi of the system.* Federal Reserve Notes were issued, 
based not on faith, but on gcdd and commercial pa^r, in the 
IHopcHrtiMi of at least forty and not over sixty per cent, respec- 
tively. 

The gold deaiance fund of the Federal Reserve System makes 
it possible to eliminate the physical tran^x>rtation of gold from 
New York to the interior and back, as was done under the old 
r^ime. The concept of the gold clearance fund was extended 
to include several countries. In the memorandum to the Inters 
national High Commission, referred to above, Messrs. Warburg 
and Kains recommended that such a fund be established to serve 
the American nations. The memorandum reads: 

"Not only in the case of abnormal interruptions of ocean trans- 
portation, but also in the case or normal conditions, this clearance 
fund might prove to be a very useful instrument. It is no doubt 
a great waste to pay freight and insurance on gold which at one 
period travels one way and which with the return flow of trade, 
will have to travel back over the same route that it has come. It 
is no doubt a great waste that foreign gold that enters a country 
in this manner must in a great many cases be melted down and 
recoined. Moreover, the loss of interest caused by gold in transit 
is a very heavy item. This economic waste might be avoided by 
the creation of the proposed gold clearance fund, * * • While the 
gold clearance fund will attain its highest efficiency between coun- 
tries having the same, or interchangeable gold coins, it can, never- 
theless, be used to advantage between other countries having a 
well-established gold standard. There is no reason why treaties 
should not be exchanged between the United States and European 
countries and it is hobed and urged that negotiations to this effect 
be taken up in the «ear future. To overcome the risk of wars, 
international agreements might bind several nations to act as trus- 
tees for these funds through their authorized agents. All together 
would agree by treaties that these clearance funds should remain 
the property of the depositing country under all circumstances, and 
not be subject to seizure." 

* The Eeonomk Journal, June, 191% The Gold Policy of Qte United 
SUIes, Ir% B. Crois. 
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Gold need not be an actual measure of value, but <Hi]y a po- 
toitial measure, as in the settlemmt of balances. The use of 
gold depcsids not on a "i^ce utility" as the eoMicxnist calls it, 
but only on its availability vhea wanted. The wcrld's gold need 
not be moved from country to country, nor even segr^iated, but 
ear mailed and held In trust wherever it h^pens to be at the 
time of the inauguration of the system. There might have to be 
a redistribution of the world's gold when stable o(mditions are 
again established. 

Some other functions of the Federal Reserve System have also 
been regarded as ai^ticable to an international banking mecfaan- 
iun, iriiich could regulate not only the movemrat of gold, but 
also the clearance of drafts, and the temporary sufqxtrt of an 
overloaded government bank in a manner analt^us to the car- 
rying of the southern Federal Reserve Banks during the cottcm- 
financing pmod by the otb«s in the system. 

An international banking organization in which each of the 
government banks would be r^resented might function to some 
extent like the Federal Res«ve Board of the United States in 
rdation to the twelve regional banks, in order to restore confidence 
by mutual aid, to save the cost of moving gold, and to stabilize 
international credit throu^^ the mobilization of the commercial 
bills of exchange. Furthermore, such a body might regulate 
international balances, tbe flow of trade, the movement of se- 
curities, long-term investments or short-term bills, and steady the 
fluctuations in exchange. In the realm of commerce and finance 
an institution of this character would give expression to the or- 
ganic uni^ of the world, which was reflected in international 
economic conditions evea before the war. 

(e) Some European Proposids; Infiation and the Tratufer of Debt 

In concluding the discus^<»i of the reorganization of iota- 
national credit, it might be well to touch briefly on some of the 
other schemes proposed. These will be arranged in the order of 
feasibility. Charles Gide put forward a "minimal plan," under 
which new paper money issued by an international consortium 
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of private banks would be current in all countries. The pos- 
sibility of an international reserve board baa been suggested 
by tbe late David Lubin, the founder of the Intanadonal In- 
stitute of Agriculture at Rome. Finally, there were several 
schemes to escape the burdens of war debt by means of further 
inflation. These proposals were confined to the citizens of no 
one country, although they were most numerous in Italy and 
France. Tbe underlying idea is to transfer the cost of the war 
so as to burden the countries in accordance with their incomes, 
that is, to have the United States bear the largest share of the 
cost of the war since August, 1914. Signor Cre^, in the Cham- 
ber of Deputies, and the two Italian newspapers, Corriere ddla 
Sara (Dec. 13, 1918), and the Ciornele de Italia {Dec 35, 
191S), strongly urged such a plan. Raoul Peret, of the Commit- 
tee on the Budget of the Chamber of Deputies, and Jacques Stem 
in France fathered a scheme for the issue of an international 
loan, bearing the ^gnatures of the great powers, to refund the 
cost of the war to each participant. Interest and sinking-fund 
charges would be paid out of taxes levied on the countries in 
pn^xirtion to their wealth or income. Edmond Thiery, editOT 
(A the Ecotunmste Francois, had a somewhat similar plan in 
view. A. E. Stillwell, in Ei^land, launched a like proposal under 
the title, "The Great Plan." These facta are mentioned, not 
for thdr practical value, but because th^ reveal a lamentable 
indiqwsition to face the only real solution — ^world-wide saving — 
and to resort to the questionable expedient of debtors in all ages, 
of debasing the currency in which payment is to be made. 

(H) An American Foreign Trade Policy 

After the needs of the transition period shall have bera met, 
it will behoove the United States to fcnmulate a definite fm- 
eign-trade policy, if for no other reason than that all the other 
nations are doing so. The Balfour Committee on Commercial 
and Financial Vciky After the War presented a final report 
touching every phase of Britain's trade policy. In the past oat 
course was changed with frequent changes in the national ad- 
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ndnlstntioa, and particularly so with tlw changes of the party 
in power. However, several of the fundamentals of fordgn- 
trade policy irtiich are of vital concern are totally unrdated to 
programs of political parties. The administration of a definite 
Ammcan trade policy may be left to the permanent pers(»mel 
of the various cabinet departments iriiose official life survives 
changes in administration. Before attempting to indicate some 
of the fflemtials of an American policy let us review the lessons 
of Germany's pre-war eqxrieoce. 

(i) Lessons from the Economic Rise of Germany 

The defeat of Germany does not detract from her meteoric rise 
to prestige in the world of ccxnmerce in iotty years. Econcnnists 
in Great Britain and France have analyzed this remarkable i^K- 
Domenw and their commercial bodies and government c^fidals 
have advocated the adoption of similu' methods. 

Id her industry and comm«ce, Germany af^lied the contribu- 
ticms to science made by all the nations. She utilized Feitin's 
discovery in developing the manufacture of dyes, and Thomas' 
process in building up her iron and steel industiy. Standard- 
ized patterns and quantity production are American methods 
which Germany did not heatate to incorporate into her indus- 
trial scheme. But in the extent and character of the organizft- 
tjon of her economic life Germany was unique. 

She fostered the creaticm of the cartd and of the "onnmunity 
of interest," under government supervision. She established 
banks to aid commerce and industry by long-term credit. Her 
merchants made a scientific study of markets. She developed an 
active and extoisive consular service. She financed her fweign 
trade by the extension of am[de credit, and by the establishment 
of banks overseas and of connectiiHis with fordgn banks. Her 
merchants compiled and exchanged information on the credit of 
fcKcIgn customers. A natimal clearing house of credit informa- 
tion, the Schimmelpfeng Agent^ in Berlin, was maintained for 
the service of her ezportos. In foreign trade her eipcMtera 
adapted their products and their selling method to the custom 
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and the tastes of the buyer. They gave him the style or type of 
goods he wanted. They made prices in terms of the standards of 
weif^ts, measures, and airreocy of the bujrer. Their quotations 
were not f. o. b. port of seller, but c. i. f. dty of buyer. The 
G»man fneign-language press conducted extensive publidty 
canq>aigns. Catalogues were prepared that seemed native to 
each market Her schools and the German ^^>renticeship as- 
tern developed a fcveign-trade personnel, trained in language 
and the technique of expc»t and import. All these methods 
iriiich have been developed and effectively utilized by Germany 
to priHnote her foreign trade may honorably be adc^ted by any 
other country aiming at the same results. There were, indeed, 
many [vactices by no means peculiar to Germany which ought 
to be excluded, such as granting bounties or preferential trans- 
portation rates on goods for export, dumping goods into foreign 
countries for the purpose of killing local competition, securing 
special privileges or tariff concessions in another country, and 
adhering to the omditional inteiiHetatioa of the most-favored- 
nation clause. These unethical practices, carried on more or 
less by other countries beades Germany, should be regulated by 
an International Trade Commission so as to avoid the use 
among the nations of those trade [»^ctices which the Federal 
Trade Gxnmissicm has suppressed in the United States. 

(ii) The Long-Range Program 

The long-range program in American fordgn trade involves the 
promotion of trade by the joint devetopm^t of foreign markets 
by associations formed under the Webb Law, the establishment 
and maintenance of a merchant marine, the (f)emi^ of free 
pOTts, the extension of education in foreign trade, the promo- 
tion of trade research by government and private agency, and co- 
operation among the various government bureaus and between 
government and business, between our political and our indus- 
trial organization. Finally, tbe tariff constitutes a most impw- 
tant factor in our trade policy. 

The United States has, as a result of the war, made progress 
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in divers ecmomic acUvitks at the cost of some other poiweis. 
The industries fcH* whose products before the war we had to turn 
to Gennany have been established at con^derable cost and risk, 
such as the manu&cture of <q>tjcal glass, chemicals, dyes, toys, 
chioaware, and surgical instruments. It should be our trade 
pdiicy to TP^intfl'" these infant industries by government aid if 
there is any prospect of thdr becomii^ self-sustaining. The 
absence of craft knowledge or technical skill is not a perma- 
nent barrier to the development of a ^lecific industry to the 
same extent that the lack of raw materials is. As an indication 
of the outlook for the newly established industries, it should be 
noted that our tin-plate industry, established under tariff jao- 
tectton in the 90's, now undeis^ the old-established Wdsh 
industry. 

On the other hand, some of our industries like the manufac- 
ture of potash from kdp, the salt Ukes, cement dust, and furnace 
slag can hardly be expected to compete with the potash mines of 
France and Germany. Similariy, American quicksilver cannot 
ever compete with the Spanish product, or American manganese 
with that fran Bra:ril. As a trade pcJicy, the artificial main- 
tenance of these industries is indefensible. From a militaiy 
point of view, the development of a reastmable minimum pro- 
duction capable of expansion in the event of war, tx under the 
stimulus of hi^ prices, is imperative. Either a system of [wo- 
tective tariffs or of impwt li(»ises, ot an industrial bounty, 
chargeable to the national defense budget, may be utilized to 
develop the strategic raw materials. 

Then, again, SMoe of our industries are based on imported 
raw materials such as rubber, copal, tin, and high-grade wotJ. 
This conditi<m is not peculiar to the United States. All the 
manufacturing countries, which are chiefly in the north temperate 
zone, must import tro[^cal raw materials. The establishment 
and development of industry dq>endent iqx>n them is a fit object 
erf govenunent aid, temporarily at least. Indeed, Italy for exam- 
pit does not confine her industry to the manufacture and prep- 
aratKxi of native raw mataials such as vegetables, friiits, oils, 
suli^iur, and marble. Her great industries depend upoa coal, 
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iron, c(qq)«', cotton, and wool, all of which are imported. As a 
trade policy, we should aim to diversify our industries as well 
as to develop native natural resources. 

Finally, there are various industries like tea raising in North 
Candina, whose output compared to total consumption is in- 
significant, which has neither the climate nor the cheap labor 
necessary for its ultimate successful competition with Chinese 
m* Indian teas, and which does not produce an essential com* 
nwdity. It would be uneconomic to attempt to foster in the 
United States industries for which we are manifestly unequipped. 

In sane industries the production capacity was greatly stimu- 
lated by the hi^ prices paid during the war. To secure it our 
labor wwked under a hi^ pressure, which cannot be maintained. 
To expect to continue the wartime output is unreasonable. The 
world has no demand for it. The production of our mines, 
fields, and factories must in most cases decline below the war- 
time level, and in many cases to the pre-war level. Our trade 
policy must be framed in recognition of these conditions. Our 
exports and imports must decline, and no trade promotion 
should attempt to obstruct this n<Minal phenonenoa. 

In the fidd of shipping there have also been develc^ments of 
two sorts. New routes have been established which were not 
only tranporarily expedient but permanently economical. Trade 
with nearby countries increased owing to the shortage of ship- 
ping. Tea, rubber, and tin now come direct to the United States 
fnun Qie Far East, and wool direct from Brazil and Argentina 
instead of from London, Hamburg, ot Rotterdam, An American 
trade pcdicy must aim to retain direct trade with producers and 
to diminate the inteniational jobber when he performs no essm- 
tial service. On the other hand, some war routes may have been 
efficient during the war and are no longer so in times of peace. 
Their continuation would be unde^rable. The international job- 
ber does perfonn a service when he distributes goods in small lots 
at low costs as a result of carrying full cargoes coming and 
going. British ships cany coal out and bring back ore and heavy 
raw material, which British industries work up into finished 
goods. The purchaser of British manufactures enjctys the bene- 
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fit of the low cost of Britisli ocean tian^wrtatioo. However, 
the United States with its population of over 110,000,000 can 
consume most goods in sufficiently targe quantities to dispense 
with the services of the international shipping and jobbii^ na^ 
tiws, Great Britain, Gennany, and Holland. 

The establishment of our shipyards and the developmat of 
our merchant marine were the fruits of the war. American 
trade policy must provide for their maintenance and growth. 
A school of American ecoDomists protest that we should let the 
old shipping countries regain their pre-war control of ahi[^>ing 
and that retention of our newly woo shipping industry is a fnm 
of annexation. However, the nation that carries the world's 
eqwrts acquires sundry trade information from manifests and 
shipping documents which may be used to favor the competi- 
tors of the shippers. Indeed, international tran^x>rtaUon and 
CCHmnunication are key industries par excellence. Lacking con- 
tnH of these, the United States is at the mercy of the carrying 



As part of our morantile marine policy we should foster the 
further develc^ment of marine insurance in the United States, 
establish coal and fuel-oil bunkering depots on the lanes of 
trade, create a system of communication by cable and wireless, 
and extend commercial aerial transportation. By conducting 
these facilities in strict conformity with the new international 
ethics we can advance, far more effectively than by preadiing 
abstract doctrines, the principle of the square deal which the 
League of Nations aims to establish. 

Free zones should be set up at those American ports which 
are wdl equipped with railroad and shipping services and with 
financial fadltties. Free ports will increase the number and 
frequency of sailings of our vessels, will develt^ a full cargo 
aa incoming and outgoing vessels, will lower the cost of ocean 
transportation, will create a cwiugnment market for goods and 
thus increase the range and lower the price of raw materials fn 
the American manufacturer, will develop and diversify our Indus- 
tries, will facilitate re-exports and in general foster our totiAffX 
tiade, 
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Bat these are all mechanical devices. The human element ia 
necesaaiy to vitalize them. We must build up a persoimel, not 
only for the staff, but also for the line, to use the military 
analogy. We may not have the dense pcqnilation of En^and, 
Gennany, or Holland, where the [»cssure of the search for a 
livdihood has driven men into export fields. But we have at- 
tained a d(Hnestic development in which the law of diminishing 
returns is in operation so that men would not be attracted fran 
fordgn-trade fields by the greater rewards of domestic business. 
The nation as a whole must be taught to think internationally. 
In the dementary schools, eves, greater stress must be laid on 
ommieFce. In the colleges its human a:q>ects must take pre- 
cedence om the mere movement of commodities. Only thus can 
we accumulate that fund of foreign-trade infnmation on which 
Germany's widespread net of trade was so surely set up. Re- 
search and trade, the study of fordgn languages, personal con- 
tacts established abroad, and understanding of foreign peoples 
all require that we export our citizens to foreign lands to beoHne 
fod for American trade lines abroad. 

A favorable attitude of the government is indispens^le. The 
Webb Law promises to be of great aid, particularly to the snail 
exporters. The extension of the consular service of the State 
Department and of the trade-commissioner service of the Depart- 
mait of Commerce will enable the American exporter to handle 
commercial i»Y>blems in distant countries more intelligently, 
finally, the government must protect the American investOT 
abroad ui legitimate undertakings as fully as the nationals of 
other countries are protected. Otherwise, American capital will 
seek the shelter of friendly foreign flags. The American people 
are being called upon to-day to support our foreign trade by 
investing in the obligatiwis of European countries. The small 
investor will be asked to buy as he bought Liberty Bonds. The 
security of American funds abroad depends upon the attitude of 
our Government. 

The trader too must be protected against unfair discrimina- 
titsi by foreign powers. Our single-ply tarifi compels the equality 
of treatment of all countries, including those who ungle out our 
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trade tor restrictioo, eitlier openly or by hidden discriminatofy 
duties oo typically American products, or by customs regula- 
tions. To meet the threat of the multiple-tariff systems of other 
countries, whether the maximum and minimum tarifi or the 
general and conventional tariff, the United States should have a 
bargaining tariff. "The United "States should ask no special 
favors and should grant no ^>edal favors. It should ezerdae 
its powers and should impose its penalties not loi the purpose of 
securing discrimination in its favor, but to prevoit discrimination 
to its disadvantage." " 

In conduson, the government must view our trade problems 
in a unified way. National questions are usually split up to cch:- 
respcmd to the executive departments of the govemmeot, or ad- 
ministrative divisions. We must synthesize the discussion of na- 
tional questions and unify our policies. In the complex machin- 
ery of government, a directing multiple mind is necessary. "Jolo*^ 
consideration by our government boards and commissions of 
national problems would furnish the mechanism tor our economic 



I. Thoughts on Commerce and Politics 
(i) NatioHoUsm vs. Itttemationalism in Modem History 

In an economic presentation of this kind, it will be worth while 
to digress for a moment into the field of politics and point out 
that the great war was the culmination of modem history, that 
modem internationalism is the fulfillment of nationalism.'" 

The Roman Empire, too, r^resented universal government, 
but it was based on force. It was overthrown by the more pow- 
erful invading barbarians. A faint shadow of its influence was 
left in the term The Holy Roman Empire. The Cathdic 

^United States Tariff Commission, Report on Reciprocity and 
Commercial Treaties. 

* "American Problems of Reconstruction," Chapter on The Problem 
of Reconstruction in the United States. 

** Ramsay Muir, "Naiionalism and Internationalism, Culmination of 
Uodem History," Constable & Co., London, 1916. 
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diurch rq»eseQted a survival of a umvetsal govemmeot, based 
OQ unifomiity. The Protestant Reformation marked the be- 
giiuiiDg of the differentiation of social groups. It aimed to secure 
the reading of the Bible in tlie various vernaculars of Europe, 
and to set up a local spiritual leadership. Politically, the process 
of differentiation continued when Greece was liberated, Italy 
unified, the German Empire formed, and the Balkan States 
hatched out. The great war completed the process of creation 
of new political entities based on the princ^le of nationality. 
It maiked the overthrow of the principle of unif<HTn and unor- 
ganized world government by force. It accelerated the forma- 
ti(») of an organized world government, based on voluntary co- 
operation. 

Internationalism, as a mode of cooperation between nations, 
made considerable progress before the war. The Hague Con- 
ferences from 1S99 to 1907 codified international law, set up the 
Hague Tribunal in 1S99, and attempted to have it function as a 
permanent court in 1907. Germany alone retarded the de- 
velopment of internationalism when she and her ally, Austria, 
refused to sign the agieonent under which all nations of the 
world were to consent to submit 24 types of iDtematiooal difB- 
culties to arbitration. However, the idea of the abridgment 
of national rights and the surrender of part of the sovereignty 
has been recognized in the guaranteeing of the neutrality of the 
smaller states, as Belgium, Switzerland and Luxemburg. That 
is, the great powers surrendered the right of invasion of tbese 
countries. 

The evidences of an internationalism based on national co- 
operation were various. There was a body of law which deter- 
mined the relations between states corresponding to the law 
^>plying to individuals. There were international legislatures 
devd<^>ed. True, they did not sit continuously. The Con- 
gresses of Vienna and of Berlin, however, made the law for na- 
tions in as true a sense as the parliaments of the various states 
established the law for their citizens. There was an executive 
branch, rudimentary, it is true, but active nevertheless, in carry- 
ing out the decisions of the legislative bodies, the international 
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congreases. This executive was the "ooacert of Europe." Ift 
the same way, we had a rudimentary judiciary to inteq»et the 
law. The various arbitration courts which sat during the cen- 
tury and later od the Hague Tribunal functioned between states 
as dvil courts functim between individuals. 

True intemationaliKn depends upon the principle of nati(»ial- 
ity. The justification of the creaticn of states which are coex- 
tensive with the nation is that they make possible the mazimum 
group expression and create an interesting variety of types of na- 
ti(Kial culture. Commcm interests and dose kinship between the 
individuals in the nation-states make for wanner loyalty and 
more willing obedience to law. Finally, self-government is pos- 
sible alone in the natiiw-states, or as Ramsay Muir puts it, "In- 
tcfnaUooalisni is the fulfillment of naticMialism." 

(ii) International Commerce and Peace 

(a) Economc EgvUibrhim 

The questicMi of national economics comes up in another form 
in a consideration of the means for the preventim of war. One 
of the econranic causes of war was the difference in the doisity 
of pqjulation or difference in pressure of living. The Malthu- 
sian problem troubled the pastoral and agricultural peoples be- 
cause the ratio of area to population was constant. These ■w&e 
the only two variables in the economic equilibrium. Conquest 
and seizure, unless they are well disguised, as in the transfer of 
Shantung and the Sane Valley like "pawns in the game," are 
now discredited as political methods of relieving the pressure of 
population. However, tran^wrtation and the industrial system 
have made dastic the ratio between p(^nilation and area. Mi- 
grant labor moved back and forth between Italy and the United 
States, Russia and Germany, China and the East Indies. The 
three elements, land, peculation and industry, constitute a new 
economic equilibrium. At the points of contact of a dense or 
rapidly increasiog peculation and a sparse or stationary pecu- 
lation, the possibility of securing rdief not by conquest but by 
the devdopment of industries becomes evident. Germany and 
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France, Japan and tbe Pacific Islands are cases in point. On 
a givm fixed area populaticm can increase if industmlizati(Hi is 
possible. 

Conversely, if in a devdcq>ed country industry is artificially 
restricted, the population on a given area must decrease. Again, 
if the area of the country is reduced as a result of a war, a new 
equilibrium may be reached by either decreaar^ the population 
m increasing industrial activity. The war disorganized German 
international trade and consequently her industry. Further- 
mon, it resulted in a loss of the provinces wrested from France 
in 1871. The economic equihbrium of Germany has been upset 
The bate she eng«idered has crippled her prospects of industrial 
csqiansion. She will either have to caqKirt more men or export 
mote goods. Before the war, Germany followed the latter as a 
pc^cy while Italy tolerated the former as a tendency. After 
the peace settlement, Germany and even Great Britain will have 
to send to other countries their dty-bred industrial pc^niiatioos 
because the pre-war customers of both were compelled to estab- 
lish their own industries during the war to supi^y the goods 
ndiich had been imported from Germany and Great Britain. 

But there are limits to emigration. Migration of great num- 
bers of the nationals of one state to another followed by the 
custunaiy s^regation produces a refractory element, difficult to 
assimilate by the new state, and to the extent that old political 
allegiances are maintained potentially dangerous to the new state 
in the case of a conflict with the old. Further, there is the eth- 
nological limitatitm. All non-Anglo-Saxon whites in the United 
States potentially can and ultimately will merge to form a new 
ethnic type. But can the same be smd of the black or yellow 
mxA in our midst? There are political and ethnological limitar 
tions to migration as a means of relief to over-crowded countries. 

Intensive industrialization, however, does offer a definite eco- 
nomic solution whenever land and population cease to be in equi* 
libtium. Man has nowhere yet reached the limit of density <rf 
populatioD. But this sduticm implies the free access to and 
imencnmbered transit of the raw matoials of manufacture to 
the dens^ populated sections. Just as urban centers becnne 
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dearly defined in the mtemal economic life oi any natioo, ao Jtt 
the development of the earth's resources a similar economic align- 
ment of the world's population may from time to time be effected 
amtmg the naticHis. These relations of course would not be per- 
maoent. They would change as the relative densities of pcftu- 
latitms shifted and as industries became decentralized. 

CtMTC^wnding to the right of free access to raw materials is 
the {^ligation to prevent explmtation by the industrial state <rf 
the natims (ffoviding the raw materials and dependent upon it 
for manufactured goods. However, the opposed political forces 
moving industrial and agrarian groups within the state are being 
continually adjusted. Dare we not hcqpe for a parallel inter- 
national adjustment? 

(b) The Economic Orgattitation of Peace 
There are at present two factors that are distinctly favorable 
to a vrorld economic organization. One is the peace psychology 
that pervades war-weary Europe. Before 1914 every incident 
was interpreted as a war threat. Now every event is a peace 
move. In 1911 the Panther at Agadir threatened war, lo 1918 
the surrender of the German fleet meant peace. In 1914 the 
assassination of an Archduke was an excuse for war. In 1920 
the trial of a coterie of kings and [Hinces will insure the peace. 
Peace-seeking Europe is reacting psychologically frcHU a satiety 
of strife. 

A second factor is the time element. The wtx-ld is eoonomi- 
cally exhausted, temporarily at least. Until the waste of war 
is made good, until the material surplus is partially restored, 
there can be no great war. Besides, the even balance of power as 
it existed in 1914 is uttaly destnv^red. One group lies [Ktntiate 
and impotent, the other is overwhelmingly powerful. Until and 
unless the second disintegrates as a result of a realignmeait of the 
economic interests of the nations, there can be no great conflict 
This then is a distinctly favorable time to experiment with 
the economic organization of peace. Never were conditions for 
success so promising. Never was faUure 10 unlikely to result in 
armed conflict. 

D.D.t.zea by Google 



AND RECONSTRUCTION 47 

(c) Some Non-economic Aspects of the Maintenance of Peace 
(i) The Limitation of Sovereignty 

Fundamentally, permaDent peace means the limitation of sov- 
ereignty in IntematitHial ectmomic relations. The concept is not 
Dovd. The application may be. The smaller or weaker states 
were shOTo of unlimited sovereignty by the great powers through 
the establishment of protectorates and of spheres of influence, 
throu^ the neutralization of territory, and the guarantee of 
integrity. It is the great powers now tbat must impose restric- 
tions upon such elements of their own sovereignty as may lead 
to international lic«ise. Is there any parallel? There are sev- 
eral. The political theories of Rousseau assumed the "natural 
lights" of the individual which at swne dme or other were sur- 
rendered in part and transferred to a common will, the sovereign 
state. Ag^, men had to socialize their lives In prehistoric days 
In def»se against beasts. The motive of defense against other 
dangers, less tangible than wild beasts, led to the surrender o'f 
the sovereignty of the individual colonial gfnremments in order 
to "form a more perfect unicHi," the United States. So also 
the Swiss Cfrnfederatim), the German Empire, the South Afrkan 
Uni«i and other pt^itical aggregations resulted from the sur- 
render of sovereignty rights by their ccmstituent parts. 

As a defense against the common danger of war the nations 
oi the world will have to surrender those economic rights, that 
pert of their sovereign^ that affects international economic 
reladons, the unlimited exercise of which must breed wars. In 
reserving the old antithesis between liboly and authority, be- 
tween freedom and power, the stite must content itsdf with 
liberty within the law as the individual has had to do. Free- 
dom without restraint, for nations as lex individuals, cwstitutes 
license and a source of ctuflict 

{2) The Ethics of the Lhmtathn of Sovereignty 

What, shall we say, is the test <^ an Intemadonal ecoocmiic 

ptdicy that will i»event wan? It is, as ^ven above, Kant'a 
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categorical imperative, for each nation so to act tbat its coodoct 
may be accepted as the universal standard. Any pcdicy in trade 
that caimot worit if adopted by all countries must be ;»xihibited 
for any one country which seeks its own advantage ui this way. 
It means that Germany's potash, for instance, must no \ooga 
be sold at hi^er prices abroad than at home, her copper must 
not be bought at a price under the world mailcet price, tier goods 
must not be dumped into competitors' countries, that all those 
trade practices fiiiidi cannot be adopted by all nations, which 
cannot be universalized, may no longer be followed by any oat 
country. In the words of President Wilson, no nation may ask 
for itself irtiat it would not ask for all the otbns. By such 
tests, however, the Paris Resolutions and the scheme of British 
preference must go by the board. 

(3) Is the Presaa Ecommic Order Bankruptf 

Does the implication of this principle require the establish- 
ment of a new social oidat The present economic order is based 
on the driving force of Individual initiative, the stimulus to 
progress not only in economic matters but in all other spho'es 
of human activity. Recognition is the determination of achieve- 
ment. Slowly and Increasingly the Individual is b«ng subjected 
to social control. The struggle between individual and society 
is not to be dqilored any more than is the balancing of conflict- 
ing forces in all living organisms. Life is struggle. Spencer 
defines life as continuous adjustment to environment 

The present system normally worked. It developed the 
world's resources. It spanned its continents with nulroads. It 
laned the ocean with ships. It connected the seven seas by 
cables. It knit the cities by telegraj^ It banished isolation 
by wireless. It gave us ctwtrol ov«' matter. It provided the 
machinery for increased social control. It clothed and fed the 
average man like the kings of previous ages. It increased pro- 
ductivity. It satisfied new human needs and multiplied new de- 
mands. It made possible raising the standards of living of civi- 
lized mankind and afforded an <q^xHrtunity for the hi^ier life to 
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larger numbcn. Is this totce bankntpt? Has the preaent eco- 
ncnnic order outlived its day? Admittedly in lands that are 
hif^y devel(^>ed, a large measure of restraint of the individual 
is possible without retarding the devek^Hnoit of the world's 
resources and the consequent satisfacti(»i of human needs. In 
fact, uniform restrictive economic measures cannot be ^^ed 
everywhere, simultaneously, w according to formula. Our eco- 
nomic life does not move on an even fnmt all over the worid. 
The various regions of the worid progress in Indian file rather 
than all abreast. Sodefy advances in a procession, with the 
civilized countries in the vai^uard and. the undeveloped peoples 
in the rear. Our body of law, therefore, refiecting economic con- 
ditions can not be kept even in all countries. No single social 
scheme can apply equally wdl to all. To be sound our eco- 
nomic development must be gradual, as all cffganic change is. 
The advantage that accrues to the race is the possibility of c^i- 
talizang the successful progress of some countries and of avoid- 
ing the pitfalls in the eatperience of otbos. Society as a whole 
may gradually adopt the results of successful ezperimeots in new 
loma of sodal (M-ganization. When all the regims of the iKM'ld 
are more nearly equally developed, perhaps the dream of the 
radical of to^y will have come true. 

Those iriio have faith in the ethical possibilities as well as in 
the pragmatic values of the present order nmst vindicate their 
belief. The opponents of the present system claim that u^- 
talism as an economic system caused the war. The present 
order is on trial. Unless it can not only work but avoid a 
catastrc^he like that e^wrienced, unless it can adjust itsdf con- 
tinuously instead of convulsively, it is in danger of going under; 
it should go under. If, as Norman Angdl put it, the altoiia- 
tive is Vtopa or Hell, the wmld will insist oa testing Vtapiik 
befcffc ctxnmitting itself to the Hdl of war. The standpatters 
would provide for war. The Bdsheviki would recreate a worid 
in six days. Liberalism insists that the dilemma does not exist. 
An ecMUHnic organization of nations to preserve peace will prove 
the fact 
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WoEis's RxsocrxCES or Vauous Classes as Shown bv Pkoduchom fik Yzax 
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CHAPTER II 

NATIONALISM AND INTERNATIONAL- 
ISM IN COMMERCE 

A. Commerce Before and During the War 

(i) Pre-War Conditions 

<a) Dittribution of the viorUCs resources 

Tbt conduct of the economic blockade and the ccmsidNfttitHi 
oi an after-war pdicy by the several countries have led to a 
world inventoty. The French particularly have prepared sta- 
tistical tables showing the distribution of the world's resources 
among the Allied states, the neutrals, and the Central Powers. 
Compilations of this character strengthened the determination 
of the Allies to prosecute the war vigorously and also led to the 
formulation of a program of economic war after the war. One 
of the French tables,* based on figures for the latest year avail- 
able, or f w the average of the last four years, is given on p. 50. 

The extent to which the noQ'Gennanic powers control indus- 
trial raw materials is evident from statistics of the imports by 
Germany during the years preceding the war, yAum she had 
unimpeded access to all ports. The value of German impc«ts in 
1696 and 1912, in thousand mai^, was as follows: 
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'An article in Opimon, Parii, by Alfred de Tarde; alio Echo 4* 
Pari*, May i, 1918. 
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Of the total in 191a, 608,000,000 marks, or about 50 per cent, 
came (ram the Britiah oJtHiies.* 

The significance of the world-iride distr3)ution of raw mate- 
rials was for a time bdittled in Gennaiqr. In fact, the Germans 
placed gnat faith in the so-called Ersatzstoffen, or substitute 
materials. Again, the idea c^ creating an independoit, self- 
sufficient Mittd-Eurtqw was advocated. The increasing severity 
of the blockade, however, showed the futillQr oS both of these 
artiSces. That intematimalism must characterize commerce was 
{Moved to be inevitable. Even Friedrich Naumann, himsdf, the 
authn- of the Mittel-Europa idea, said: 

"It faaa been claimed that by creating a Mittd-Europa we can 
diqxnse with a colonial ptriicy, or that a Mittd-Eonqn. will ren- 
der unnecessary oar oversea activities. The idea is absolutdy 
erroneous. Now more than ever must we coocentnite oieigy 
upon trade overseas, for the Mittd-Eurapa plan has imposed opoa 
OB economic obligatioDs irtiich can be solved only through a 
colonial policy." 

The distribution of the world's resources plunly indicates that 
a cmccpticm like Fichte's "closed state" is purdy fanciful. Indi- 
vidual states have virtually a monopcdy of particular raw ma- 
leriala. Even under the alignment in the Great War the twen^- 
odd nations allied against Germany did not have access to all 
the materials they needed. To a much greato* d^ree is this true 
of any sin^e state. A study of commercial geography leads over- 
irftehnin^y to the conviction that the keynote of oxnmerce is 
internationalism. Thoughtful consideration of the pre-war sta- 
tistics of Gemian fordgn trade would have eqxised the folly 
of the Central Powers in their attenqit to conduct a [ooloi^ed 
war. The same figures also militate against the formulation by 
the Allies of a boycott policy in the after-war program. 

(b) The Reciprocal Needs of Nations 

The machinery of international trade is infinitely con^ilez. 
Direct trade, both export and import, is carried on between all 

* Norddeutseke Ailgemtmt Zeitung, Jkn. tg, 191& Other figuret 
indiatc that only 35 per cent came from the Britisb colonies direct 
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tlie oatitMis of the world. Twenty btUioo ddlan' worth of goods 
are exchanged annually in ways that almost defy analysis. 
Gennany's trade with the chief warring oatitKis in 1913 was as 
fi^ows: 
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The United States ranked first amcKig the countries that sold 
to Gmnany and Great Britain ranked first among the countries 
that bought from Gennany. But every one of the nations in 
the Allied group sold considerable quantities of one or another 
product to Gennany. The distribution of Germany's imports in 
I9r3 shows frcMn what a wide field the 70,000,000 Germans drew 
oxnmodities for consumption and manufacture: 
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Looking at Oust figures horn another sngje, we can see bow 
the infinite lamificaritHis of trade lines cziss-otMB political boun- 
daries and indicate an wgaoic unity liiuch embraces the entire 
worid. The following table shows the percentages of the chief 
eqxKts to Gennany from the leading Allied Powera and the nnk 
nl Gennany in the volume <^ trade of each power: 
Exrons or Auxed Powems to GixHAirT. 
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A similar analysa for the trade of Italy, Bdgium, Serbia, and 
the Central American Republics would show how the pre-war 
trade lines crossed the boundaries of the pdttical groups that 
woe aligned during the war. Furthermore, the trade between 
the countries mahing up each of the three groups — Allies, Neu- 
trals, and Central Powers — ^was into'-related ao diversely as to 
correspond to no possible political re-grou[Mng that would be less 
extensive than the world itself. 

A further evidence of the mutual eoMmnic Intefcats of natkns 
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is the loss nsalting to the paitidpasts in a tarifF war. The 
dispute between France and Italy in 1888 and the levy of di»- 
crimiiiatMy rates resulted in finanHal losses to both countries. At 
the end of ten years Italy's exports to France declined 57 pet 
cent and FiaDce's exports to Italy declined 5 per cent. Theie 
were no adequatdy compensating outlets of trade with other 
countries. In the 90*5 France and Switzerland earned on a trade 
war with the result that France's eiports to Siritzvland did not 
recover thdr pre-war level until seven years after its dose. In 
addition, through the div«si(» of trade routes by Switzerland, 
France lost miUions in railway receipts, ocean freights and com- 
missions. Austria, Italy and the United States rqilaced France 
in the e^x>rt of sugar to Switzerland; Germany and Belgium in 
metals; and the United States in leather. Russia and Germany 
carried on a tariff war in 1893-4 «4iich proved so costly to both 
that an agreement was reached after sevoal mootbs.' 

(c) The Freedom 0} Commerce 

Before the war trade was fairly unrestricted. German slups 
were free to engage in the coastwise trade of Great Britain. Cer- 
tainly Germany bad free access to the pwls of the British colo- 
nies and dominitHis cm the same footing as other powers. In fact, 
the figures show that in the five-year interval from r909 to 1913, 
German eqxirt trade with the British Possessions increased as 
r^dly as with non-British countries that produce raw materials 
and, in some cases, more so. German export trade with France 
in this five-year period increased relatively more than German 
trade with the countries that became her allies in the war. 

I>aring this period Germany's impwt trade with the members 
of the Allied group grew at a greater rate than with the memben 
<A the Central European group. And as for the non-European 
countries, Germany's imports from the British Possesions in- 
creased many times as r^idly as the imports from non-British 
countries that produce raw material. 

Again, the statistics of the trade of Great Britain, France, the 

'W. S. Culbertjon, "Commercial Policy in War Time and After." 
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tTiiitcd States, Bdgiuiii, and Gennaay with India afford abso- 
Intdy no evidence to show that German imports or oqmrts were 
restricted. The rate of increase in the trade of Germany is as 
great as in that of En^and. In fact, in a long list of oommodi- 
ties imported and ezp<vted Gennany UxA. first place. 

The tables given below show that Germany's trade with the 
Great Powers and with their colonies was unhampered. The 
growth of her trade with various parts of the British Knpire was 
indeed amazing. 
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The increase of German exports to Russia, France, and Bel- 
gium was greater than the increase in «q>3rts to Austria or Tur- 
k^. German ezpwts to neutral Europe idwwed, on the whole, 
no greater progress than those to the Allies. That German 
exports to the British Possesions were unimpeded is evident 
from the high percentages of increase as compared with the 
increase in exports to non-Britisli countries in the same stage 
of eamomic development. 
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Germaay's trade with her colonies was hisignificant in 1913; 
their rank in her import trade was as fdlows: Gennao East 
Africa, 43; Kamenxn, 47; German Southwest Africa, 51; Togo, 
6). 

The figures ^ven in the table are of vital hnportance in any 
coDsideraticHt of a tx^cott of Ganany. Where can there be 
found a population of 70,000,000 to buy of the Allies the goods 
that she constunea or re-manufactures? Furthermore, the rda- 
lively greater increases in the German imports from the British 
possessions, as compared with those from other countries over- 
seas, show OHiclusively that Germany enjoyed the freedom <A 
trade. 

In many commodities Germany iHactically dcKninated the im- 
port trade of British India, to the exclusion of Great Britain 
hendf, particularly in aniline (fyes and indigo. In many otlter 
commodities Germany followed as a dose second to Great 
Britain. The following table shows the total In^Mfts of certain 
articles into British India in the fiscal year 1913-14, and the 
shares of Germany and her nearest competitM* [figures in thou- 
sand pounds sterling, 000 (Knitted] : 



Mtidm 


ToUl 
inpoito 


Impoiti f Rn Gmuv 


IiWontfaa-Mu. 




Vtloe 


'ar 


Oxatij 


VdH 




1 

■M 


.il 

is 


4a.> 

2:1 


UidUdKinnkB 




















i&:~:::;:::: 


UB 











In the export trade of British India Germany took an equally 
important part. In copra, mowa seeds, hides and sfcins, and fibu 
for brushes she easily held first place. In jute, the great Indian 
staple, she hdd second place, with a long lead over the United 
States, vUddi held tliird i^ace. The following table shows the 
total exports erf certain articles twm British India in the fiscal 
year 1913-14, and the shares taken by Gnmany and her nearest 
competitM- (figures in thousand pounds sterling, 000 omitted) : 
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The ^ures for the total trade of India with several countries 
in 1909 and 1913 indicate tliat Germany was growing rapidly 
as a cnnpetitor of Great Britain. Her share of the trade was 
amaller because she had entered the world matket later, but she 
attained second place and led France and the United States, indi- 
cating the liberal trade policy of Great Britain and the lack of 
ai^ official restricticms on Germany in establishing her domi- 
nance in the trade in particular cmnmodities (figures in thousand 
pounds sterling, 000 omitted) : 
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(d) Foreign Investments 

Before the war investments of capital in fordgn countries 
pJayed a large part in determining the volume and direction of 
foreign trade. England, France, and Germany had investments 
scattered all over the worid in mines, industries, tran^mrtation, 
and banking. Loans were often made for industrial or public 
purposes on the conditim that the proceeds should be ^)ent in 
the purchase of goods in the lending country. On the oth« 
hand, contracts for public works w»e let to foreign engineering 
concerns on the conditicm that they should procure the financial 
means for executing the contract. Germany invested not only 
in South Amaica but also in the British Poeseanons. France 
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invested not only in Russia but also in Huogaiy and Bulgaria. 
Investments were international — they were not influmced to any 
great extent by political considerations. 

The income from investments made it possible for the indus- 
trial countries of Eurt^ to import more than they expwted and 
yet not suffer frc»n an adverse exchange rate. The estimated 
annual incwne from foreign investments was, for Great Britain, 
$800,000,000, for France about $400,000,000, and for Gennany 
about $200,000,000. 

Just as conunoce was free with but few discriminations or 
boycotts against particular countries, so also foreign capital was 
admitted substantially on equal teimB in all the countries irtiose 
resources awaited develt^nnent. 

(e) Reexport Trade 

Not all the worid's trade moved direcdy trom the prodndng 
country to the UHisumlng country. Some countries like Great 
Britain, Gennany, Holland and Belgium acted as distributing 
agents for others that lacked the facilities for trading directly 
with tlie original source or the ultimate market. Again, goods 
in various stages of manufacture passed back and forth between 
countries if differences in the labor market, industrial skOl, or 
^>ecia] oraditions were favorable for the conduct of a certain 
stage of manufacture. In the densely populated sections of 
Eurc^, such as Switzerland, Belgium, and Holland, the stHalled 
finishing or refining trade was conducted. Bd^um, with its 
dense pcqnilation, washed wool t(x England, sewed ^oves for 
Gmnany, and undertook other opoations on partly manufac- 
tured goods intended for other markets. 

The points of transshipment were many and widdy distrib- 
uted. Centered around the North Sea are London, Antwerp, 
Hamburg, Havre, and Rotterdam, which received goods from all 
parts of the wwld and redistributed them, dtber in their (Higinal 
form or mixed, blended, manufactured, or rqiacked. In tbc 
Orient Hcn^ong and Singapore are the points f^ tiansshipenent 
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These entF^wts are usually the terminals of tranqxvtatioa 
lines, ports of ectiy or shipmeot for the trade of a large popu- 
lation, and world markets for particular commodities. If, as in 
London, there is no tariff restriction, the transshipment trade 
and the cons^nmrat market are absolutely unhampered. In 
Hamburg, where a tariff is in ^ect, a certain section of the pwt 
is set aside as a free zone in which goods not intended for con- 
sumption in Germany are not put through the formalities of the 
customs service. A factor of vital in^rtance in reexport trade 
is the financial market, in which foreign drafts covering goods 
consigned to tbe point of traosshiisneDt are bought and sdd 
freely. 

England had a larger transshipment trade than any other 
country in the world. Free trade, a predominant portion in 
^I^ing and in insurance, the great Ixoidon market for f<»«iga 
drafts, all contributed to make London the world's leading mer- 
diandising center. In 1913, England bought for resale over half 
a billion dollars' worth of mnchandise. About half of it came 
from her colonies, and in addition, she bought from Europe 
$96,000,000 worth, including goods amounting to $30,000,000 
tram Germany, and about $17,000,000 fnmi the Baltic States. 
She resold to Euriqje goods not produced in England to the ex- 
tent of $296,000,000, of which about $20,000,000 worth went to 
Germany, and about $57,000,000 worth to the Baltic States. 
To restate it in the terms used during the war, she bought in 
19 1 3 for resale from the Central Powers goods amounting to 
$36,000,000, and from the neutrals $33,000,000, and in the same 
year she resold to the neutrals goods amotmting to $90,000,000 
and to the Central Powers $104,000,000. 

In 1913 England sold to the United States goods amounting 
to $288,000,000, but of this $147,000,000 worth came from non- 
British sources. For instance, we bought of England Philippine 
hemp worth $700,000; East Indian jute, $4,400,000; wool from 
Argoitina, Australia, and South Africa, $10,000,000; rubber from 
the Kongo, Brazil, and the Straits, $40,000,000; and tin frmn 
the Straits, Bolivia, the Dutch Indies, South Africa, and Aus- 
tralia, $25,000,000. In 1913, England imported $171,000,000 
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Trortli (rf wocd, of iriiidi Argentina furnished f 10,000,000 and tlie 
British adonies $137,000,000. Of this amount, Great Britain 
resarid $66,000,000 mtfth; $20,000,000 to Germany; $17,500,000 
to France; $15,000,000 to Belgium, and $10,000,000 to the 
United States. By reason (rf her fadlities in shipping, insurance, 
and banking, and because Lond<xi is the great consignment mar- 
ket of the world, En^and was able to furnish these goods to the 
other nations more cheaply than they could buy them directly. 

The transshipment trade (rf some other countries ran into large 
figures. France, for instance, bought for resale goods worth 
$461,000,000 and reezpMted goods worth $476,000,000. Bel- 
gium's purchases of goods for reexport amounted to $488,000,000. 
Switzerland bought the reexported goods of Fiance, Gennany, 
and Enj^d to the extent of about $aii,ooo,ooo. In Belgium, 
Holland, and Switzerland some of the transshipment trade rep- 
resents goods interrupted in transit, which in larger countries 
would rqxcsent internal comm^ce. 

(ii) The Effects of the War 
(a) Increase m the Volume of Trade 

One of the outstanding ^ects of the war has Iwen the increase 
in the v(4ume of trade. Tins mcrease has been felt by belliger- 
ents and neutrals — by European and non-European countries. 
Undoubtedly much of it has been due to the rise in prices. Labor 
and energy were withdrawn from normal [xoduction for military 
purposes, so that the bdligerents had to import additicmal goods 
to make iq> the shortage. Finally, the war itself developed new 
needs, tremendous in vidtmie and pressing for immediate satisfac- 
tion. The inserted table indicates the nature of the diange 
in some of the leading countries. The figures for 1918 are given 
dsewhere, under the several countries. 

Not all the countries increased both exports and impcuts. Brit^ 
ish India, Australia, and British South Africa, as v^ as Spain, 
Argentina, and Braal, suffered a dedine in imp«ts, in part 
because c^ the lack of shiiqnng facilities but more largdy because 
of the economic blockade of Germany, one of their sources of sup- 
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piy, and becaose England and France bad Ie» goods to espwt 
«■ to reSxport The year 1915 particular^ shows a diminutioD 
of imports fw Spun, Switzerland, the United States, Canada, 
A^entina, BrazQ, Japan, British India, Australia, British South 
Africa, and Egypt. This is probably due to the facts that the 
transitifm to a war basis bad not yet been ^ected and that the 
Mverance of trade relations produced its worst effect in the first 
year of the war. There was a perc^tible revival in 1916. How- 
ever, the South American and Far Eastern countries, ezc^t 
Japan, imported less in 1917 than in 1913. 

Althou^ the imports tA the European belligerents increased 
oon»derably, their expcHt trade declined. The reason is obvious. 
Tbey needed more materials for the cwiduct of war, and they 
produced a smaller surplus available £<»* export. The neutrals, 
howev«-, experience a boom in exports, which was the coun- 
terpart of the enonnous increase in imports of the belligerents. 
The Eun^)ean neutrals became the workshops of the warring 
nations. So also did the countries outside of Eun^, exc^t 
those that were so distant that tbey could be reached only by 
Img sea vc^ages. The United States and Canada on the west 
and Japan <»i the east increased their eacport trade over 350 
per cent. The sports of Argentina, Australia, and Briti^ South 
Africa remained practically stationary, and those of Brazil and 
British India decreased. In the year 1915 the low-water maik of 
the decline in many countries was reached, due to causes de- 
scribed in the preceding paragraph. 

A study of the trade balances reveals the cataclysmic effect 
of the war <m trade. In the belligerent countries the unfavorable 
balance of trade before the war was sbuply accentuated. In 
the United Kingdom the unfavorable balance was almost trebled; 
In France it increased over ten fold.* In Italy the unfavor- 
able trade balance increased about 1000 per cent. On the other 
hand, the United States, Argentina, British India, and Egypt, 
which bad favorable trade balances before the war, largely in- 
creased them. Moreover, some countries that had unfavorable 
balances of trade before the war, such as Spain, Switzerland, 

'See below, Chapter on France. 
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Canada, Brazil, and Japan, rev^^ed the balance. The war has 
indeed upset intonatianal trade relationships. It has hasteiLed 
the maturing of the undevel(^}ed countries. It has enabled them 
to pay off their debts and to lend money to their former cred- 
itors. It has compelled tbem to manufacture the goods which 
th^ formerly had been receiving from the European belliger- 
ents and thus accelerated the process of iodustrialization. The 
figures rq>re3enting trade balances reveal strikingly the ^ecta 
of the deep-seated changes in the organic nature erf intanational 



(i) Price Increases 

The increase is the value of intonadcmal trade during the 
war is to be accounted for partly by the Increase in the quantity 
of goods shipped and partly by the increase in prices. Of the 
33 leading commodities exported by the United States, there 
were, according to a report of the Bureau of Foreign and Do- 
mestic Commerce,* increases of quantities in 24 and decreases 
only in 9. The figures i<x scmie of the principal articles are given 
below. 
UmriD Staixs Expoais or Leadino Akticlks for Vucal Yeazb 1914, tgifi 
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In the same way, a study of the 33 leading articles of import 
shows substantial increases of quantities since 1914, although 
owing to shortage in shipping q>ace, there was a decline in several 
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Prices rose, practically &rou^iout the world, over 100 per 
cent from August, 1914, to August, 1918. This increase is re- 
flected in the values of imports and exports, for altbough tor 
some coDunodities the tonnage of imports and exports may have 
increased, the [mces of almost all increased in a greater ratio. 
A few ^ical examples are cited in the following table which 
0vea the average price of certain imported articles for August, 
1914, and August, 1918. The figures are taken from the 
Monthly Summary of Forogn Commerce: 
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\An analy^ of the effect of tlie increase,* baaed oa tfw prices 
of 73 per cent of the «q>orta and 75 per cent of the Imports, 
shorn tbat from 1914 to 1916 the average price of eiports nne 
33 pa cent, and the average price of imports rose 33 per cent. 
Hie following table shows strikingly the effect of the increase of 
. prices in swelling our trade total. The figures cover eight months 
of igi6: 



11,348,353,000 



(811,047.000 



<437.»S.«» 



In other words, of the increase in the value of our expmts for 
these eight months, about two-thirds of a billion dcJlars can be 
ascribed simply to the rise in [xices, and of the gain in our favor- 
able ttade balance about half a billion dollars was due to the 



(b) Changed Cyrrenls of Trade 

Not <m]y has our trade increased in vdume, but it has strik- 
ingly changed its directiim. The causes were several. G«inan 
ports were blockaded from the beginning of the war. The sub- 
marine campaign reduced shipping at a time when it was more 
needed than ever. The restriction of trade by a policy of licenses 
was put into effect by the neutrals as well as by the bdligerents. 
Some commodities were aitirdy under embargo. Materials and 
manufactured goods form^ly imported from the Central Powers 
had to be sought elsewbnv. The leading Allies also had to re- 
duce the manufacture of nonessentials. New trade currents 
were therefore set up, affecting the countries that bad obtuned 
th^r manufactured goods from Europe and now turned to the 
United States and Japan. The results w«e Boanifold and com- 



*Boston Ntva Bunmt, November 2 



1916. 
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{dkated. The basic need of shorteamg trade routes dinmiated 
distant sources of supidy. We shall trace a few of the leading 
changes affecting the direction of trade currents and shall con- 
sider sped&c countries, specific CMnmodities, and the reductiwi 
of the tiunsshii»nent trade:. 



(i) Speafic ComUfia 

The effect of the changes on specific countries has already 
been treated in the discussion of the increase in the v<duine of 
trade. For more striking illustration, howev«-, the effect of the 
irar on the trade of the United States, Great Britain, and Japan 
may be cited, and certain conclusions may be drawn. 
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This table shows the striking decrease of inqwrts fmn Europe 
and an equally marked increase of oqmrts. With re^xct to 
North and South America and the other continents, both our 
exports and our imports increased, owing to eliminatitm of their 
trade vith antral Europe and the reduction by the Allies of 
nrainiilitaty business. The other continents devdoped new 
sources tA raw materials or sent us goods directly which for< 
meriy came to us at the end of a circuitous route by way of 
Europe. 

Further analysis shows the changes in the directitm of trade 
with particular countries. . 

DC, zecbvGoogIc 



INTERNATIONAL COMMERCE 



[Fruits in miUkn ikllais; 000,000 omitted.] 
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Hie table shows that our imports fnnii the European bdlig- 
crents declined very greatly, and that our exports to them, of 
goods necessary for the prosecutiem of the war, increased over 
600 per cent Trade with the neutral countries moved in various 
directions. Our inqmrts declined as a result of the action of 
die War Trade Board. During the period of our neutrality the 
imports frcsn neutral Europe remained practically unchanged. 
Our expcMts to them rose in general up to 1917 and declined 
subsequently, owing again to the licraising of exports by the War 
Trade Board. The increase of our expcnts to neutral Europe in 
1918 over 1913 was due to the difficulty they experienced in 
getting goods fn»n the belli^rents, who formeriy transshiiq>ed 
much of the goods that neutral Europe impwted. 

As for Arnica, Asia, and Africa, our trade with every one 
<tf Uie cotuitries grew encNinously. The caose was latgdy the 
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eUnuoatka of transabipment tiaf&c, which was rei^aced by direct 
trading with the United States. Again, we called upon these 
countries tot raw materials to &u[^ly our itiapa, which were turn- 
ing out war supfdies. Our exports to them increased because 
transshipment by way of Europe was eliminated and because 
we had established new industries, such as the manufacture of 
dyes and diemicals, irtiich these countries had obtained from 
Eurc^ before the war. 

A classification of the fordgn trade of Japan shows the tolera- 
tion of ^milar influences, resulting in decreased imports from 
Europe, increased sports to Eur(q>e, and increased trade in both 
directicxis with nearby countries. 

JtsAs'a ExFosi TxADx Bktorx and Duxmo the Wax. 
[Figures ia thouBands of dollan; 000 cmiitteil.] 
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An analysis of the e^wrt trade of the United Kingdom tar 
the same three periods shows that the exports oi dcmestlc goods 
to distant countries like China, Japan, India, Argentina, and 
Canada declined, but exports to all tbe countries of Europe allied 
with her cm* neutral increased. On tbe other band b» trans- 
shipment business, even with the outlying countries, was iq> to 
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the eod of 1916 maintained at the pre-war levd but as a result 
of sabmarine warfare drastically reduced in 1917 and in 1918. 

EXPOBIS or THE UlOTKD EdKSCIK DmiNQ TBX Wak. 
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The extent to vtdch Great Britain was able to hold intact her 
transshipment trade Is indicated in the figures of imports for re- 
sale, stated below in millions of dollars: 



1913.. 
1914.. 
1915.. 
1916. . 
1917.. 



Her resales of imported products likewise almost maintained 
the pre-war level through 1916. The marked decline occuired in 
1917 and to a greater extent in 1918. 



1913.. 
1914.. 
1915.. 
1916.. 
1917.. 
1918.. 
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A study (rf the transshipment trade in Europe throws an in- 
terestii^ light on the effect of 'the elimination of Germany's part 
in it. Great Britain's reexp<Mt trade with the Baltic countries— 
that is, the three Scandinavian countries and Russia — increased 
considerably, owing to the dosing of Hamburg as a port of trans- 
shipment She slighdy reduced her purchases for resale from the 
Baltic countries, buying in 1915 goods worth $17,130,309, and 
in 1916 goods worth $11,699,707. However, she resold to the 
Baltic countries considerably more in 1916, $78,119,000, than 
in 1913, $56,788,000. The transshipment trade of Great Britun 
with the neutrals of Europe increased in both directions. She 
bou^t more for resale and resold more transshi{^>ed merchan- 
dise in 1916 than In 1913. 





^■t'^- 


"~SS.- 


1913 

I9I6 


*3».303.«» 
36,517,000 


»89,s8s,ooo 
114.842.000 


However, owing to the sb^ipage of trade with Germany and 
her confederates, the reexport trade of Great Britain with Eun^ 
aa a whole declined conjMd»ably. 




Britth^r^ 


■sga- 


i9'3 

1916 


♦96.s73.ooo $J96,469,ooo 
68,960.000 128,716,000 



The elimination of the Central Powers reduced the total trade 
of the United Kingdwn and illustrated to an extrane the effect 
of a bt^cott. 

(3) Specific Commodities 

The nature of the change in the directbn of world trade cur- 
rents may be studied not only with re^>ect to the countries in- 
volved, but also with re^Mct to the commodities that enter into 
the trade. The United States was subject to the same influences 
as Japan, Australia, Canada, and other non-European countries 
that were either inactive or late participants in the struggle. 
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Hie effect on the United States was that it increased vei7 
largdy its etports of manufactures ready tar c«isumption or for 
use in furtber manufacture. To a less extait it increased its ex- 
ports of raw material. As for inqxHts, there was' a loo per cent 
increase in raw material for manufacturing, and a decrease in 
manufactures ready feu- cooaun^on. Hie table is given htm- 
with: 
FcwnGN Tradz or trac Unrso Staixs, btCoucoditi Gkodts, im 1913, 1917 

AMD I9I& 

[Figures in million doU&n; 000,000 omitted.] 



Inqiorts: 

Raw mAtcriftl for rwan nf ■ ftt|riTig , . . 

Foodstuffs, crude 

Foodstuffs, majiuf octuied 

Muiufoctuns, for manufacturing.. 

Manufactures, ready , 

Uiscellaoeous 



Total IcqmiU. . 



Ennorts, domestic: 
Raw material for n. 

FoodituSs, crude 

FoodstuSa, manufactured 

Muiu&ctures, for manufacturing. . . 

Manufactures, teady 

Miscdlaneoiu 



Total eipom 3,484 



6.J31 



6,149 



The tea trade of Java afftuds a typical illustratloa of the 
effect of the war cm Oriental products.^ Ordinarily, Holland buys 
up the tea output and reexports it. Russia and Great Britain 
also share in this trade. During the year 1918, however, KcA- 
land and Great Britain received no Java tea, and the United 
States and Canada, which in 1916 recdved directly less than a 
million pounds, toc^ 36 millim pounds. The United States has 
beccHne the largest purchaser of Java teas. The oiports of Java 
teas in the nine mcmths January to September for the last three 
years were as follows: 
* Consul E. A. Carleton. Batavia, C»mwttrce RiforU, Jan. JO^ 1919^ 
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Tu EXKiKiS nOM Java. igifr-tgiS. 
{Kguits ue in thousand pounds; ooo omitted.] 
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19,975 
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J07 
3.743 
16,764 

a».ooo 


POMfa 






B>HtI> 


/ >9.6i7 
\ 7.149 




r»u.la 





The tin trade shows a similar reduction of reexported tin, 
iriiich England gathered from the Straits Settlements, the Butdi 
East Indies, South Africa, Australia, China, and Boli^a. As a 
result <^ the submarine can^jaign, which diverted shifting oat 
of the transshipment trade into the Atlantic lanes, Bolivian 
ore was sent direct to the United States, where during the war 
a tiit-smelting industry had been established. The following com- 
pariatHi shows a reduction in En^and's re&qxnt trade in tin: 

England's Tin Tkadk, igia and 191G. 
[Hguies In thouwnd pounds of tin.] 



39.187 



Viewed from another angle, the figures show that the decline 
of United States imports of tin from England from 53 per cent 
in 1913 to 13 per cent in 191S was accompanied by an increase 
in direct importaUms from the Far East, from 41 per cent Id 
1913 to 84 per cent in 1918. 

Ububd StAW Ihpoxis ov Tin, Bmnx and Domro ibz Wax. 
[HguKB in thousand pounds of tin.] 
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The story of tin is typical. Statistics for any one of the other 
Oriental raw materials or food products would also show that 
the European countries were compelled to reduce their merchan- 
dising traffic in the goods of their colonies, and that the countries 
bordering on the Pacific deve1<4>ed a large local or direct trade 
without the intervention of the international distributers of 
Europe. 

Another OHnmodity which sfrikingly illustrates the shifting of 
trade routes as a result of the war is wool. Of our imports of 
wool In 1913 and in 1918, Great Britain furnished 35 per cent 
and 3 per cent, and the East Indies la per cent and 81 per cent 
respectively. During the war, the Far East traded with us di> 
rectly and not through European intermediaries. When the 
British Government put an embargo on the importation of wool 
from South America, the trade was directed toward the United 
States as a result. The following comparison of the wool exports 
from Brazil to the United Kingdom and to the United States for 
1913 and 1917 is striking: * 

Wool Exports fbou Brazil. 



y« 


SSS' 


ToOniUd 

Suta 




Bob) 
77.000 
36,000 


JW« 




370,500 





In addition, the trade in merino thread for the loom, which 
hitherto was chiefly in French and German hands, has now 
passed to the control of Brazilians themselves. 

(3) Reduction of the TranssMpmaa Business 

A ^lendid brief descripticHi of the chaises of trade curraits 
is given by a represenUtive of W. R. Grace & Co., the gmeral 
manager of the Padfic Mail Steamship Company.* 

"The appearance of the U-boat in the Mediterranean in 1915 
was the forerunner of the change in the Oriental trade route from 
the Mediterranean to the Pacific. London, Hamburg, and Rotter- 

' Jomal do Commercio, Rio, Apr. 8, 1918. 
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dam had previously formed an entirely artificial channel so far as 
concerned the great import trade of North and South America, as 
against a direct ocean route by Pacific gateways and American 
Atlantic ports via the Panama Canal. This was particularly true 
as to the East Indies, Siam, and China ports, excepting Hongkong 
and Shanghai, to which, before the war, trans-Padfic service 
from North and South America was limited. 

"The freighting of Oriental products for American consumption 
via England, Germany, and Holland was built up through many 
years by intrenched European interests, who were in turn afforded 
special facilities for marketing European products through the 
direct trading advantages they thus obtained on outward voyages. 
AH this, notwithstanding the fact that America was the greatest 
consuming market for several leading tropical products, especially 
rubber, but including also spices, and, of less importance but still 
providing large tonnage, rice, tin, hides, and beans. Our require- 
ments were obtained via Europe. Only limited quantities of these 
commodities moved by transshipment from Hongkong." 

Tbe devel(qnnciit of new trade routes elsewhere than in the 
Pacific has been influenced by the dosing of German ports, the 
embargoes maintained by the United States on tsxports to certain 
neutral European countries, the search for raw materials to re- 
place those which had formerly been supphed by the Central 
Powers or which were rendered inaccessible by war conditions, 
and the stimulation of exports of manufactured merchandise 
from the United States and Japan to countries formerly draw- 
ing such products chiefly from Europe. 

Early in the war tbe Scandinavian countries b^an to carry 
on directiy with the United States a bii^ trade which formerly 
had been cleared through the German free ports. 

New trade routes have been created by the search of tbe bd- 
ligerents for new sui^lies of raw material. Hence the move- 
ments of manganese ores from Brazil and Chile to the United 
States to support the producti(Hi of sted munitions. Timgstm, 
also required in steel making, is now imported from Peru and 
other South American countries. The expanding demand for 
wool clothing and the elimlnaticMi of European reexports have 
increased our inqwrts of raw wool from Chile and Argen- 
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Hie movemoit of jute required the world over for bag^ng 
has become more direct, the bags being shipped direct from the 
points of producticm in India to the markets whoe they are 
consumed. Tea was fonnerly packed and blended in vast quan- 
tities at London, but the necessity for direct shipment to consum- 
ing mai^ts from India and China has resulted in the transfer of 
these i»ocesses to centers nearer the producti(Hi of the tea leaf. 
A large amount of rice, formerly mixed and polidied at trans- 
shipment pc»nt3, is now put throuf^ these [H'ocesses near the 
catws of iHOducticHi and shiffied directly to the rice-eating 
pc^Hilations. 

The net effect of the changes in trade currents has been to 
eliminate the North Sea and Baltic pc»ts as transshipment points 
for Oriental ccmmodities consumed else^iere than in Eurtqx, 
Hamburg and Bremen have been ccnnpletdy shut down, and the 
Dutch ports partly. For Great Britain the change merely means 
a transfer of part of her transshipment trade to British India 
and her overseas domini<»is. The result may be the shaping of 
a new British trade policy, in irtiich the ccdonies will have a 
larger part than hefore.^^ 

<c) Economic Decentralaatbm 

Before the war the industrial and comm^vial wganization of 
the world was concratrated in the matured countries of Europe^ 
The war shattered international relatitms in trade and utdustry. 
During the war the needs of the pown? dependent upon the 
Eurc^>ean belligerents for their manufactured goods and for their 
shining facilities were disregarded. The results were the estab- 
lishment of substitute industries, the discovery of new local 
sources of supply, and the devdopment of the eamcmiically sdf- 
sufficient state. Again, to provide for the minimum needs nec- 
essary tor human existence, special trade agreements were drawn 
betwem certain nations providing for an exchange of indispen- 
sable commodities. Finally, the trade between adjoining coun- 
tries was fostered and increased considerably. 

"Robert H. Patchin, of W. R. Grace & Co., Jonrnot of Commtret, 
Jan. ati, 191& 
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(i) Substktae Industries 
In Germai^, which was completely cut <A from all but the 
adjacent neutrals, and in England, Denmark, Switzerland, and 
Holland, which had to restrict thdr noimal consumptioa owing 
to the lack of cargo qiace, substitutes were develc^Kd for the 
imported goods no longer available. The substitute commodities 
covered a wide range. Instead of ootUm or wocri, fibers of nettles, 
of peat, of paper, and of wood products were used. Tin was 
rqdaced by zinc, brass by zinc or magnesium. For dectrjcal 
insulatioD, artificial ^Ik or paper was used instead of mica. For 
robber, the recovered waste of discarded rubber artides was 
used. This subject will be treated more fully in the cb^>ter 
on Germany. 

(3) New Local Sources of Supfiy 

The wcffld was scoured for new sources of raw materials. 
Potash, manganese, tungsten, platinum, and tin were greatly in 
demand, and pro^)ecting tar all these metals was vigntnisly 
prosecuted everywhere. Antimony, which had been imported 
from Otina, was present in Ammcan lead ore in combination 
with the lead. Before the war a penalty was imposed by the 
smelter for the presence of antimony in lead «e in quantities 
exceeding a specified minimum. The use of antimonial lead in 
ahr^md amferred a new value upon the unde^red metal. 

(3) The Fostering 0} Economic Self-SuSkkitcy 
In the mature countries which had been dependent upon the 
Central Powers for their dyes and chemicals, drugs, optical glass, 
glassware, china, and refractories, there was a vigorous devdt^ 
ment of these and other industries which were necessary to 
make each country independent in its manufactures. The 
United States, the United Kingdom, and Japan are cases in 
pohit 

In the same way, swne of the undevd(^)ed or raw-mater&l 
countries found themselves thrown on thnr own resources, and 
in these countries the war hastened the industrializati(»i of the 
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youngo' pet^les. Australia had to make her own stoves, kitcb- 
enware, trunks, bags, bedsteads, and a long list of other manu- 
factures vhich she formerly obtained from abroad in exchange 
for her raw materials. Brazil developed an exten^ve line at 
manufactures in which she utUized her own raw material. 

(4) "Compensation" and Speci<U Trade Agreements 

So closely and vitally are the nations of the world related that 
interference with the nonnal trade rdatims not only produced 
inconvenience, but even threatened human existence. To avcnd 
the inevitable results of the isolation incident to the war, adjoin- 
ing countries altered into special negotiations under which a 
minimum quantity of the products peculiar to the countries 
would be exchanged subject to specific omditions. In some of 
these agreements one of the conditions was a loan by the receiv- 
ing country, or the furnishing of labor in exchange for goods. 
For instance, Germany agreed to supply Switzerland with 300,000 
tons of coal every month at about $10 a ton, on the condition 
that the Swiss industries, railways, and municipal gas woiks re- 
ceiving the coal should lend to Germany $40 for every ton re- 
ceived, or a total of $8,000,000 a month. Again, Germany 
agreed to supply given quantities of coal provided it were used 
for the manufacture of materials of war for Germany. 

To obtain coal and other goods fn»n Germany, Sweden orig- 
inally sent horses, thai foodstuff, later manufactures, and finally 
irim ore. In return Germany sent potash, drugs, dyes, and soda. 
Sweden also entered into a commercial treaty with Rus»a in 
February, 1917, in which the exchange of specific quantities of 
goods was provided for. In 1915 and again in 1916 Sweden and 
Great Britain entered into similar arrangements, the first to 
provide for the transit of goods from England through Swedm, 
and the second to provide for the import of oils and cotton into 
Sweden.** 

Akin to the compensation treaty was Germany's demand on 
Holland for food in quantities which she estimated Holland oug^t 
to be able to furnish, before receiving any counter ( 

" The Americas, September, 1917. 
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fran GcTBiany. This demand included 60,000 cows, 3,000 
horses, 2,000,000 eggs, 10,000 tons of cheese, 300,000 hides, 
3,000 tons of sugar, 150,000 tons of fats, and ccmuderable poul- 
try. In addition, the Dutch colonies were to furnish quinine 
and a monthly credit of 7,000,000 florins (about $2,8oo,ooo)>* 

The Franco-Spanish trade ^jreement signed on March 6, 1918, 
and effective until the end of the year, is a good example of the 
q>edal trade agreements resulting frtmi the war. The pre-war 
principle in trade was that every commodity was free to move 
except that which was subject to duty or embargo. The new 
principle set up during the war was that nothing was free to 
move except goods licensed fw export or import. The licenses 
usually covered the minimum requirements necessary for life. 
The basis of bargaining was not only the ofier of products 
peculiar to the country, but also the right of the country to ^- 
dude the products which the other party to the agreement wished 
to export." 

The situation was as follows: France needed metals, minerals, 
and wool from Spain, as well as a loan to pay for these articles, 
as her own products, i^ch would ordinarily be exported to pay 
for her imports, were consumed in the manufacture of war goods. 
To obtain these concessions France offered specified quantities of 
goods which she needed herself but was willing to dispense with 
in order to obtain from Spain necessary commodities which were 
not as readily obtainable dsewhere. Again, France agreed to 
permit Spanish products to enter the French market, even thou^ 
they were quite uimecessary in France, only because Spain must 
sell her surplus — for instance, wine, liquors, corks, and fruits. 
France needed and Spain agreed to export without restriction 
as to quantity lead, zinc, copper, pyrites, ores of all kinds and 
manufactured wool. In addition to the absolute permit, there 
was a contingent permit requiring the Spanish Government to 
allow exports to France in quantities equal to those obtained by 
any other nation from Spain. Contingent permits covered fab- 

"Standard Trade Digest, July la, 1918. 

"Commercial Attachi P. C. Williams, Paris, Commerce Reports, 
December 16, 191& 
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rics, yam, hemp, cotton and jute, shoes, iroa, sted, ami other 
metals and manufactures, railway cars, chemicals, rice, onums, 
potatoes, olive oil, figs, rai^s, and canned goods. In return 
France agreed to permit absolutely the exportation to Spain of 
comtnodities which Spain needed and could not readily obtaiiL 
elsewhrae — in unlimited quantities, copra, to be transported in 
Spanish ships, and in limited quantities, pho^hates, pitch, tar, 
charcoal, woi^ waste, tools and machinery, electrical goods, and 
soup iron. Ccmtingent permit for eq>ort was granted by the 
French Government for chemicals and drugs, repair parts for ma- 
cbineiy and railroad equipment, silk and vegetable fiber. France 
also agreed to permit Spain to ship goods to Switzerland by way 
of France, and to pomit Swiss goods to be shipped to Spain, as 
electrical machineiy, knitting needles, and sugar beet seed. 
■ A very important provision, however, was that Spain itself 
would provide credit to finance the impcxis of France from Spain 
in excess of ho- e:q)orts to Spain. The text of this part of the 
treaty reads: 

"Akt. XI. In order to facilitate the purchase of Spanish prod- 
ucts and manufactured goods, the Spanish Government will au- 
thorize a consortium of Spanish bankers and merchants to open 
in favor of a consortium of French bankers monthly credits to 
be drawn on by the latter^ which shall not exceed 35,000,000 pesetas 
per month during the last ten months of 1918, or a total of 
350,000,000 pesetas for the year. These credits shall be guar- 
anteed by deposit with the Bank of Spain of obligations of the 
French Treasury made out in pesetas payable in Spain and wher- 
ever possible of Spanish securities. 

"Art. XII. The credits opened in the name of the French con- 
sortium shall be used exclusively to pay for Spanish products, the 
exportation of which to France is authorized by virtue of the 
present agreement. The Spanish Government may, if it deem 
necessary, require any individual or firm carrying on export trade 
with France to assist in furnishing the credits which shall be 
opened in the name of the French consortium." 

(5) Decentralization of Trade and Industry 

The war undoubtedly led away from the concentration of 

industry in certain parts of the woiid and tended to the decen- 
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tiBlization of commerce. Tbe great manufactuiing powos had 
to confine tluir industrial activity to war essentials. The short- 
age of cargo space made long voyages impossible. Hie result 
was a closer trade connection between ndghboring countries and 
between countries bordering a common ocean. For instance, 
tbe trade of the United States with Mexico and Canada increased 
greatly. The same holds true for Great Britain and France, for 
Germany and Switzerland or Holland, and fw the countries skirt- 
ing the Pacific, whether in Asia, Ncvth America, or South Amer- 
ica. This subject was treated above and will be further an^h- 
fied in the chapters dealing with individual countries. Four typi- 
cal exanydes may be [N^sented here, however — the trade between 
Sweden and the rest of Euro[>e, the trade between the Straits 
Settlements and other countries bordering the Pacific, and tbe 
dccaitralization of the world trade in toys and in chemicals. 

Sweden experienced a tremendous increase in exports to other 
Ennqiean countries, and only a comparatively slight increase in 
aports to non-European onintries. Her impcHts fmn the rest 
of Europe increased a little, but her imports from other tortiga 
countries increased to a larger extent. Tbe table follows:" 
Swxdxh's FoKEiaN Tkade, igij-i^ie. 
[VaJues in tbouauid kronea.] 



Eunpeu Coosbiea 



Non-Emopeu Countiie* 



Vdn I Per<« 



I913.. 
1914.. 
151S.. 
I916.. 



676,386 
718,747 
603.334 
698,317 



»o8,s8i 
117.791 
i»3.S74 

444.»78 
3'5.7a7 



1913.. 
1914.. 
1915.. 
1916.. 



665.064 

717.046 

689,»S« 

I.143-109 

1.4*1.747 



9S.S6i 

83.099 
73.25s 
134.630 



Of coarse much of the iiKreaae In exports of Sweden to other 
Eiir(^>ean countries was due to temporary war needs. To 3 coq- 
"Sveiuk Ex fort, July, igiS. 
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adeiable extent also Sweden was used as a forwarding agent of 
Germany. However, the increase r^resenta in part a permar 
Dent gain in Sweden's trade with the rest of Europe in so far 
as she developed new industries that will be in a favorable posi- 
tion to serve her Eun^Kan nrighbcvs. 

Imports into the Straits Settlem^its from the United King* 
dom and other European countries declined, whereas those fram 
Japan, the United States, Austtaha, New Zealand, Canada, the 
Dutch E^t Indies, Siam, British India, and French Indo-Cbina 
increased considerably. The chief increases in imports from the 
United States were in machinery, motCH- cars, iron, sted, and 
hardware, cooking utensils, paper and staticmery, condensed milk, 
and dgais and dgarettes. Impwts from Japan increased in cab- 
inet and wooden ware, crockery and porcdain, bicycles, chem- 
icals, coal, matches, appard, and wheat flour.'* The exports 
fnun the Straits Settlements show a tendency to increase more 
rapidly for near-by countries than for distant ones. 

FoB£tOH Trade oi ihx Sixaits SBTtLEKzms, igie-igi;.)* 
[Figures in thousand dollare; ooo omitted.] 




IlIPOKTB. 

laataaea: 

French Indo-China 

British India and Bumia 

Australia and New Zealand 

United Statti. .'.'.'.'. '.'.'.'.'.'.'.'.'.'.'.'.. 

Sweden 

Netheriands 

Italy 

Egypt 

United Kingdom 



Exports. 



Near-by Coud tries: 



Untied States 

Distant Countries: 
United Kingdom. . 



'^Comm^ce Report, Supplement 56A, Jan. 22, igig. 
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The same tendency toward the decentralization of trade is 
revealed in the commodity movements between countries. Ger- 
many, which had formerly been the world's center for the pro- 
ducticm of toys, has been diqrfaced primarily by Japan and to a 
less extent by newly established local industry in the various 
countries. In 1913 Germany's total e]q>orts of tc^ w»ie valued 
at $34,594,000, of which ?7,736,ooo, or 31 per cent, were soit 
to the United States and $6,iir,ooo or 25 per cent to the 
United Kingdom. Imports into the United States in the iiscal 
year ending June 30, 1914, amounted to $9,084,000, of which 
Germany supplied $7,719,000, or 85 per cent, the United King- 
d«n $424,000, or 5 per cent, and J^^an approximately the same, 
$437,000. As a result of the exclusion of Goman toys, the Amer- 
ican industry was stimulated to supply the needs of the domestic 
trade and to make possible an increase of toy exports from the 
United States. American toy imports for the fiscal year 1917 
declined to $1,442,000, a decrease of 84 per cent from the im- 
ports for 1914. Of this total, Japan su^^lied $1,206,000, or 
84 per cent of the total. In the meantime, American exports rose 
from $809,000 in 1914 to $1,806,000 in 1917, shipments to Can- 
ada alone increasing from $350,000 to $706,000. Similar in- 
creases occurred in the exports to Cuba, Argentina, and Australia. 

The United Kingdom, vhlch in 1913 had bought $5,760,000 
worth, or 81 per cent, of ha total imports of toys from Ger- 
many, turned to her native manufacturer and to France for her 
supply. The latter country furnished 85 per cent of the total 
imports, or $1,071,000 north, to the United Kingdom in i9i7> 

The extent to which Japan has replaced Germany as a toy 
exporter is evident fr(»n the fdlowing figures showing exports of 
Japanese toys in recent years (figures in thousand dollars; 000 
cKuitted): 

1910 746 1914 1,29: 

1911 941 191S 3,»58 

19" 945 1916 3^5 

1913.. 1,240 1917 4,188 
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Hie incresae was due largdy to tntde wiih the oooDttitf bor- 
dering the Pacific. The percentage of the total toy e^^iorts of 
Japan for 1913 and 1917 were for:" 

Country 1913 191 7 

United States 33% 44% 

Australia 5 14 

British India 11 8 

Canada 2 5 

United Kingdtxn 13 s 

Another group of oxnmodities in irtiich changes in world trade 
are to be noted is chemicals.** In the trade in bleaching pow- 
der, for instance, Germany had attained a dominant position, 
producing chlorine fr<Mn the potash salts of Stassfurt. America 
was her principal easterner. The war diminated German bleaches 
from the American martLet and their place was taken by Amer- 
ican bleadies produced at Niagara Falls from commtMi salt The 
United States was able not only to supply her own need but to 
export con»derable quantities. Similarly, Japan develcqied a lo- 
cal chltxine industry so that in 1916 she «q»rted about 3fioo 
tons, or five times as much as in 1913. 

In the case of sulphuric add we find a similar situatitm. Ger- 
many was the chief exporter, sending abroad in 1913 80,000 
tons out of her total [uwluctiott of 1,650,000 tons. However, 
as a result of the war, the production of sulphuric acid in the 
United States rose from 3,500,000 tons in 1913 to 7/xx},ooo terns 
in 1917, and in Japan from 75,000 to 600,000 tons. 

The worid's trade in nitrates was also profoundly affected by 
the war. Chile is the chief produce of nitrates. As a result ^ 
the war Germany built up the artifidal-nitrate industry to an 
estimated producticm of 600,000 tons a year, and Norway and 
Sweden with their cheap hydro-electric power developed a pro- 
ductitm of about 400,000 tons a year. The world's annual oMi- 
snmpti<m before the war was 3,653,000 tons. While the quesUoD 

** "QuBges in the World'i Toy Trade." Cammtrct Rtporlt, Jan. 30^ 
1919. 
" Tkt Amtrieas, December, 1917, 
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of cocnpanitive coets 13 still to be deteimined, yet If a continuar 
ticMi of wais is to be i»ovided for and if nitrate must be i^oduced 
as a war necessity, the govemments may charge the high cost 
of domestic nitrates to the budget toe national defense. At all 
events, there has undoubtedly been a pomanent change in the 
currents of nitrate trade of the world. 

(d) InlenuUiotui Ecottomc Cooperation 

But if the war has increased the decentralization of industry 
and resulted in greater national ecomnnlc independence, it has on 
the other hand afforded unique examples of the benefits of inter- 
nati<»al cooperation. Indeed, it has demonstrated that in the 
great crisis joint ecoiMKDic action was indispensable. 

To diminate the disadvantages of bidding against eadi otha, 
the Allies organized in 1914 the Commission Internationale de 
Ravitaillanent, To fi^t a world war which drew upon the 
wwld's resources, it was necessary to have an international ot- 
ganization. The Commis»on Internationale de Ravitaillement 
resulted from an agreement at a meeting held on August 13, 
r9i4, between delegates r^resenting the French Ministers of 
Finance, War, and Marine, and representatives of the British 
Foreign Office, Treasury, Admiralty, War Office, and Board of 
Trade. The functions of the commission were to coordinate 
purchases of munitions, military and naval equipment, and food 
sui^ilies by the two governments, so as to prevent competition 
in the same markets and consequent inflaUon of prices. As the 
war went (»i, the other governments were in-ited to appoint 
del^ates so that in July, 1918, the organization included rep- 
resentatives of Belgium, Serbia, Russia, Italy, Roumania, Japan, 
Portugal, Greece, the United States, and Bra^. 

The duties of these delegates were to formulate and present to 
the British Government " the requirements of thdr own govern- 
ments for supplies, finance, and tonnage; and to ascertain how 
they may be met; to advise as to priority of manufacture and 

'From the Report of die Committee on Commerdal and Industrial 
Policy After the Wv. 
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shipment; to sign and ai^Kove ccntracts; to aatborize payments 
by the British Govmiment for the account of Allied GovtrO' 
ments; to in^iect materials ddivered, etc The delegates included 
the representatives of various Allied Govermnents on joint com- 
mittees such as the Inter-Allied Wheat Executive, the Inter-Allied 
Meat and Fats Executive, the Nitrate of Soda Executive, and 
other inter-allied bodies connected with finance and shipping. In 
order to unify further the activities of the Allied Powers and 
eliminate conflicting requirements, a further coordination was 
achieved in October, 1918, which unified the control of raw ma- 
terials, manufactured products, shipping, finance, food, and ex- 
ports and imports. The Inter-Allied Finance Conmiission, the 
Inter-Allied Shipping Council, and the Inter-AIiied Boards of 
War Trade, coordinated the economic activities needed to con- 
duct the war. 

From time to time plans have been projected fw a continua- 
tion of an Inter-Allied Economic Commissi(«i after the war, or 
at least during the reconstruction period. In the words of the 
political editor of the Temps, "More than ever must France 
remain in close union with her companions in arms. To be ef- 
ficacious this union must be getteral. It is not alone the Euro- 
pean Allies which must remain hand in hand. The rdle of the 
United States, which was decisive in the later stages of the war, 
is no less decisive In prq>aring for peace." *" 

B. Foreign Commerce and National Economics 

(i) International Infittencei in Trade 

(a) Pre-war Influences 

The very concept of trade assumes international relati<«s. It 
is <q)posed to the hyper-nationalism of the "dosed state." In- 
ternational commerce is one of the powerful bcmds which ties the 
world together in myriad inter-relations. Because of the (H^anic 
unity of international ccHmnercial rdations many r^arded a 
great war as impossible. The many elements of eccnioauc life are 

"New York Times, Dec. 3, igia 
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so diverdfied as to compd men in all parts of tbe woiid to 
cooperate. The mineral resources of the world are widely scat- 
tered. The climate of no one countiy is so varied as to embrace 
all the fauna and flora upon which its population has come to 
depend for food and clothing. In addition, the peoples of the 
world differ in their types of mind and aptitudes. Each is dis- 
tinctive and s«ves best in a q)edal capacity. Industrial tradition 
and craft skill are therefore localized. Man is a particularist 
in production, and a universalist in consumption, was the phrase 
of the late E. B. Andrews. The trade statistics of the world show 
the infinite comi^esity of commercial rdations. There probably 
is no country on the face of the earth which does not directly 
or through transshipment import from or export to every other 
country. The needs of the nations are reciprocal. A highly 
developed country like Germany, for instance, before the war, 
gathered raw materials from the tour comers of the earth, trans- 
shti^Kd part of them, and manufactured or consumed the rest 
of them. The industrial countries depended upon others for 
much of their raw materials and the immature countries looked 
to the manufacturing nations for their finished goods. ^ 

Am(M)g the manufacturing nations themselves the streams of 
commerce were very broad. Indeed the develc^iment of Germany 
enriched France and England. Commerce was free from bc^- 
cotts and the other artificial restrictions that are regarded as po^ 
sible elements in the after-war trade policies. Shipping service 
was international. England, Germany, France, and Holland car- 
ried the bulk of the world's goods, serving each other as well as 
the nations that had few or no shipping facilities. Investments 
were international. The rich countries of Eurc^ had poured out 
their savings practically without regard to naticmal lines. Great 
Britain and Gennany were to be found working side by side in 
South America as well as in the British Possessions. In truth, 
so widespread was the international conception in oxnmerce that 
Germany was able to insinuate herself into the internal life of the 
other powers, great and small. She manufactured their dyes, 
their lenses, and their q)eda]ty goods. She transported their 
commodities. She directed their banks. Germany's amazing 
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I»t>gieas since 1870 is the most convisdng evideoce of the pcev- 
alence of the internatioDal mind in the wwld of ccmmace. 



(b) War-time Influences Pavormg ItUemaii<malism 

The eoHKHnic blockade of Germany and her allies was merdy 
the logical extreme of the conception of the "dosed state." How 
thtHtKighly the various parts of the worid were inter-rdated is 
strikini^y proved by the vigorous efforts that Germany made to 
have the blockade lifted, first throu^ appeals to jptemational 
law, then throo^ threats, and finally throu^ resort to forra 
and the eni[doyment of the murdnous submarine against neu- 
tral BOQoooabataots. Kirifttwice in eccHUxnic iscdation is inqxis- 
sible for any country. During the war, vrtiea trade was limited 
by the bdligeraits, tte vety existence of the ptqxilatioQ was 
threatened in some countries. Nei^baring states entered into 
spedai trade agreements, like that dted above. A new type of 
commercial treaty involving "compciBsatiui" trades had to be de- 
vised, so as to supply the countries afEected with thdr minimum 
requirements for existence. Again, the failure of the much 
vaunted substitutes bears doqumt testimoiiy to the essential 
ecooomic inteidqiaidence of the nations of the 'World. On the 
other hand, the success attending the coopoatioD of the Allies, in 
spite of the scsrdty of raw matmal and of foodstuffs, was an- 
other war-time proof of the necessity for economic international- 
ism. Even the after-war programs bear witness to the error in 
concept of the seJf-sufBdent state. The Allies at the Paris 
Economic Conference threatened to use the econnnic tx^cott 
against the Central Powers after the war. The decision produced 
coostwnation in Gennany and aroused considerable tbrnightful 
opposition on the part of economists in both En^and and France. 
It was frit that the hundred odd million pet^le in Central Europe 
could not be shunted out of the worid's trade currents without a 
reactim upon the prosperity of the Ixqn^tting powos. Econo- 
mists in Allied countries insisted that the boycott would be a 
boomerang. A four-years' blockade has seared into the hearts of 
Central Europe a smse of tbe international ccHnmaniQr of iatcf^ 



by Google 



AND RECONSTRUCTION 89 

ests. The Allied peoples have learned the same lesaoo, althou^ 
less painfully. 

It would be useless to deny, however, that the war has pro- 
moted the eoHioinic independence of many countries. New 
sources at substitutes were found for many raw materials. New 
industries were established. The concentration of industry in a 
few of the older countries was diminished and countries for- 
meriy dq>endent vpoa them became self-sufficient with req>ect to 
particular commodities. Commerce and industry tended to be- 
ocmoe decentralized during the war. 

However, the nationalistic idea in commerce may be carried 
to an extreme. The Germans, for instance, still think that in- 
stead of proving the ba^c internationalism of commerce the war 
demonstrated the need for greater economic independmce. In- 
deed, Moritz Bonn, professm at Munich, states that the war 
showed the necessity for large empires.** He also asserts that 
bdief in the benefits of international finance is a dangerous ddu- 
sion and that the war has proved the need for confining invest- 
ments to the domestic market'^ The same view is expressed 
by another German writer who shows that the advantages that 
Germany expected to derive from foreign investments did not ma- 
terialize under the test of war. Germans had believed that for- 
eign investments would hdp maintain the rate of exdiange and 
create a reserve in the event of war. He concludes that Goman 
investments in English securities or in colonial enteritises should 
be avoided after the war, and that in future all surplus wealth 
should be retained for domestic uses.** Underlying this point of 
view, however, is the basic assumption that the investii^ nation 
conten^lates militaiy aggression. The two thoughts are incom- 
patible, for trade is an affirmation of internationalism of irtiich 
war is the negatum. Forty years of international commerce made 
pos^Ie the unparalleled devdopment of Germany, f^fty-two 
mcHtths of war caused her complete odlapse. 

"Lonrfofi Economist, Dec 22, 1917. 

'^ American Academy of PoUHcal a*d Social ScUnct, Nov., 191& 

" Nordieuttcht At^tmtint ZtUung, Jan. Ift 1918. 
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Internstionalisin is the essense of trade. Trade foaiea inter- 
natimalism. 

(ii) EcoHomc JVationalism vs. Econoimc Intenutionalism 

In much discussion of the economic effects of the war snd in 
the fonnulation of the after-war programs, the hypothesis seems 
to be that the economic condition of countries is fixed. Holland 
is regarded as a mature country, India as an undevdoped coun- 
tiy. Great Britain is international in its attitude, Germany 
exemplified economic nationalism. The British EJnpre typified 
free trade and Germany, protectionism. However, it is errone- 
ous to conceive of the economic state in terms of fixed condititKis 
or permanent policies. The static view of economics muddles 
thinking and confounds policies. 

As regards this point a fruitful theory was set forth almost a 
hundred years ago by Friedrich List. This theory in brief is 
that backward countries may be made to develop into industrial 
centers by pursuing at each stage of the development a special 
economic policy, with free trade for the completely indus- 
trialized state as the final goal. A biief summary of bis views in 
his own words is given herewith.** 

"In national economic development we must distinguish the fol- 
lowing states: The savage, the pastoral, the argricultural, the 
agricultural -manufacturing, and finally the agricultural -manufac- 
turing-commercial. Obviously, the nation which, possessing an 
extensive territory endowed with many natural resources, com- 
bines agriculture, manufacture, shipping, and home and foreign 
trade, is incomparably more civilized, politically advanced, and 
powerful than a merely agricultural state. Manufactures are the 

" "Outlines of Politicat Economy," in a series of eleven letters writ- 
ten at Reading:, Fa., from July lo, 1827, to July 29, 1827, by Friedrich 
List, Esq., late Professor of PoHtical Economy at the University of 
Tubingen, to Charles J. Ingersolt, Esq., vice-president of the Penn- 
sylvania Society (or the Promotion of Manufactures and Mechanic 
Arts, originally published by Samuel Parker, 48 Market Street, Phila- 
delphia, Pa., 1S27. Quoted from "Introduction to the National System 
of Political Economy," from the Life of Friedrich list, by Margaret 
K Hirst, London, Smith Elder & Co, 1909. 
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basis of internal and external trade, of shipping, of improvements 
in agriculture, and consequently of civilization and political 
power. 

"Four distinct periods may be recognized in the economic de- 
Tclopment of nations by means of international trade. In the 
first, home agriculture is fostered by the importation of foreign 
manufactured goods and the exportation of agricultural products 
and raw materials. In the second, home manufactures arise by 
the side of foreign imports. In the third, home manufactures sim- 
ply the greater part of the home marlcet In the fourth, lai^e 
quantities of home-manufactured goods are exported and raw ma- 
terials and agricultural products imported from abroad. 

"History affords striking examples of whole nations fallii^; 
into ruin because they did not know how to undertake at the right 
moment the great task of planting their own manufactures, their 
industry and their commerce, by which they could insure to them- 
selves intellectual, economic, and political independence. 

"Poor, weak, and barbarous countries have, mainly as a result 
of wise commercial policy, become empires abounding in wealth 
and power, while other countries, for opposite reasons, have sunk 
from a high level of national importance into insignificance. 
Nay, in some instances nations have forfeited their independence 
and political existence mainly on account of a commercial policy 
whidi was unfavorable to the development and encouragement of 
their nationality. 

"Every nation, which attaches any value to its independence 
and continued existence, must strive to pass with all speed from 
a lower stage of culture to a higher, and to combine within its 
own territory agriculture, manufactures, shipping, and commerce. 
The transition from savagery to the pastoral state, and from the 
latter to the agricultural state, arc best effected by free trade with 
civilized, tliat is, manufacturing and commercial nations. The 
transition from an agricultural community into the class of agri- 
cultoral-manufacturing-commercial nations, however, could take 
place under free trade only if the same process of development 
occurred simultaneously in all nations, if nations put no hindrance 
in the way of one another's economic development, if they did 
sot check one another's progress through war and tariffs. But 
since individual nations, through specially favorable circumstances, 
gained an advantage over others in manufactures, trade, and 
shipping, and since they early understood the best means of get- 
ting and maintaining through these advantages political ascend- 
ancy, they have accordingly invented a policy which aims at ob- 
taining a monopoly in manufactures and trade and at checking 
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the ptogrtas of less advanced nations. The combinatioa of the 
details of this policy (prohibition of imports, import duties, re- 
strictions on shipping, bounties on exports) is known as the tariff 
system. 

"The productive powers of nations are limited not only by the 
industry, thrift, morality, and intelligence of its individual mem- 
bers and by its natural resources or material capital, but also by 
its social and political laws and institutions, and especially by the 
security it possesses for continued existence, independence, and 
power. 

"In national economy, the effect of measures and of events on 
the condition and on the arts of individuals, is as' different as the 
circumstances under which the different nations live. In general, 
all that can be said is this, that if measures promote the productive 
power of the nation, they are beneficial; otherwise they are not. 
Every nation must follow its own course in developing its pro- 
ductive powers. In other words, every noHoit has its particular 
political- economy. 

"Further, conditions and events may be profitable in individual 
economy for some persons and injurious to the community or they 
inay be injurious to individuals and prove highly beneficial to the 
community. Individual economy is not political economy. 

"So also measures and principles may be beneficial to mankind, 
if followed by all nations, and yet prove injurious to some par- 
ticular countries, and vice versa. Political economy is not cos- 
mopoliticai economy. 

"National economy teaches by what means a nation in a par- 
ticular situation may direct and regulate the 'economy* of indi- 
viduals, and restrict the economy of mankind, either to prevent 
foreign restriction of its power or to increase its own productive 
powers; or in other words to create a world in itself, in order to 
grow to be one of the powerful and wealthy nations of the 
earth. 

"Government has not only the right, but it is its duty, to pro- 
mote everything which may increase the wealth and power of the 
nation, if this object cannot be effected by individuab. There- 
fore it is its doty to guard commerce by a navy, because the mer- 
chants cannot protect themselves. The shipping interest and 
commerce must be supported by breakwaters; agriculture and 
every other industry by turnpikes, bridges, canals, and railroads; 
new inventions by patent laws. Manufactures must be raised by 
protectiog duties, if foreign capital and skill prevent individuals 
from undertaking them. 

"MaiiUenance and development of the national spirit it and 
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must be a chief object of national endeavor. It is no wrong and 
selfish aim, but a rational one, in perfect harmony with the true 
interests of mankind in general. It leads naturally to an alliance 
of nations under the reign of law, a world-wide union, which can 
only contribute to the well-being: of the human race if it 13 real- 
ized in the form of a confederation. A union proceeding from 
the overwhelming political strength and wealth of a single nation, 
and thus basing itself upon the dependence of all other nations 
would, on the contrary, result in the destruction of all national 
characteristics and all international emulation. It is opposed 
both to the interest and sentiment of nations, since they all aspire 
to independence and the attainment of a high level of wealth and 
political importance. Such a union would only be a repetition 
of the former attempt by Rome, carried out indeed by means of 
manufactures and commerce instead of by the cold steel of former 
times, but none the less leading back to barbarism. The civili- 
zation, political development, and strength of nations are depen- 
dent on their economic circtun stances. The converse is also true. 
The more its economy is developed and perfected, the more civil- 
ized and powerful is the nation. The higher the level of its civili- 
zation and power, the higher the level of its economic develop- 
ment. 

"The highest association of individuals now realized is that 
of the state, the nation; and the highest imaginable is that of the 
whole human race. Just as the individual is happier in the bosom 
of the state than in solitude, all nations would be more prosperous 
if they were united together by law, by perpetual peace, and by 
free interchange. 

"History teaches us that in a state of war human welfare is at 
its lowest degree, and that it rises in proportion as the associations 
of society increase. In a primitive state of the human race, we 
£nd only families; afterwards -come cities, then confederations of 
cities, then the union of a whole country, and, finally, the associa- 
tion of many states under one constitution. If the nature of 
things has been strong enough to extend to hundreds of millions 
the associations which commenced with families only, we may 
imagine that its energy might suihce to effect the union of aU 
nations. 

"An universal republic, that is, an association in which all na- 
tions should mutually acknowledge the same legal authority and 
renounce the right of using force, as between themselves, ia res- 
izable only so far aa a certain number shall have reached the 
same, or nearly the same, degree of industry, civilization, political 
education, and power. Free trade can be extended only by the 
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gradual progress of such an union; it is otiiy by it that nations 
can obtain the great benefits of which associated states and pro- 
vinces offer us in our time such an example. The protective sys- 
tem is the only means by which nations less advanced can be 
raised to the level of that nation which enjoys a supremacy in 
manufacturing industry — a monopoly not conferred by nature 
but seized by being first on the ground ; the protective system, re- 
garded from this point of view, will be the most effective pro- 
moter of universal association among nations, and consequently, 
free trade. And from this point of view, political economy is 
a science which regards existing interests and the special con- 
dition of nations, shows how each one may arrive at that degree 
of economical development to which association with nations of 
equal culture and advantages, free trade included, may by any 
possibility carry a nation." 

(iii) Econondc Protectionism 

At the time that List wrote, industrial Gennanjr bad lut yet 
come into being. However, in the process of develi^Hnent Ger^ 
many undoubtedly was actuated by the prindplea baaed <m 
List's theory. The practical application vindicated the theory 
and it was further develiqied in the light of twentieth cen- 
tury experience by Josejdi Grunzel.'* The following is a sum- 
mary of his main theme, and covers the origin and effects of 
ecraiomic protectionism: 

(a) Origin and Nature of Economic Protectionism 

Economic protectionism is the sum total of the measures 
adt^ted by the national-economic unit for the purpose of ad- 
vancing its interest in the field of world economy. It is ^ 
plicable to all nations mature or undeve1(^>ed. By means of it 
they should all become centers of industry. 

Historically, there were three schools of economic thou^t, 
which differed in their empha^s on national and wcwld economy. 
The mercantilist school taught that a nation should sell as much 

"Joseph Grunxel, "Economic Protectionisjn," edited by Eugene 
Phillipovitch von Fhillipsburg, Tiibingen, Oxford University Press, 
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aad buy as little as possible, so as to accumulate a favorable 
balance of Kipculs. The physiocratic-dassical school believed 
that each country was favored in some particular way, that it 
should specialize in those industries which it was best fitted for 
so as to produce at a low cost, and thus lead to a world inter- 
diange of goods, that is to world economics. Finally, there was 
Fidite's conception of the "dosed commercial state," a socialist 
amununity, economically indq)endent of foreign countries and 
highly organized with this end in view. 

At present there are three schools with similar lines of divi- 
sion. The national economists would isolate the state by means 
of eoHiomic restrictions. The world economists would bring 
about a fusion of the various national ecoRC»nic units. The third 
school believes that both the national economy and the world 
ecoDCMny may exist side by side. The national economists would 
have each country be sdf-suffident, or as Krc^wtkin says, "each 
nation is to be its own farmer and its own manufacturer." Tbey 
think that the various countries will work up their own raw ma- 
terials instead of sending them abroad and thereby increase their 
pcqiulations, which should consume the food raised at home. The 
WOTld econmnisls lo<^ to an interlacing of interests resulting from 
the eztmsion of the economic activities of individuals bey<»id 
the national boundaries. The concept is best expressed in the 
German term Weltwirtsckajt, for which there is no Ei^lish 
equivalent. World economy is regarded as the highest stage of 
devdopment. List, the father of the idea of national economy, 
regarded the nationalistic stage as part of the transition to world 
economy. The third school, whidi contemplates a paralld de- 
velopment of natiiKial and world economy, teaches that mtoiuiF 
tional relations are not regulated according to international ideals 
but according to the will of the nations concerned. The agree- 
ment may be international in scope; the underlying economic pcri- 
icy is national, however. Whereas the national economic unit 
is an organism ruled by «ati(»ial will, the economic worid rep- 
resents not a world will but merely a community of trade rela- 
ticms. However, since world economic relations are increasingly 
being r^iulated by f^reement, an iQdq>endent woiidwide 
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ccmomic (HBanism with a "unified political amstitutioii" may 
ultimatdy come. The relaticHi between the two eamomies is 
evolutionary rather than static 

(b) The Effects of Economic Protectiormtm 
(i) National 

Economic protectionism is a means of consolidating and unify- 
ing a country, of fostering its devel<q>ment in accmdance with its 
own laws, and of wardii^ off danger from without Free trade 
assumes that natural conditicms govern production. Economic 
protectionism assumes that artifidal cwiditlons govern producr- 
iioa. As evidence be it noted that production takes place not at 
the point of origin of the raw materials, but at the jAace where Ae 
market for the product exists. Italy, for instance, does not r^ 
strict h«- activity to producing wines and fruits, but cultivates 
industries based on coal, cottcm, and wool, all of which are Im- 
ported. 

The reci|»oca] dq>endence of agricultural and manofacturing 
countries marks a temporary stage In the economic development 
of both. The process of industrialization or the devdOfHnent of 
manufactures enables a country to obtain a maximum of product 
from a minimum of land area and a minimum of labor. It Im- 
proves the standard of living, because capital increases more 
rapidly than population. The world's cwnmerce doubled friMn 
1890 to 1914, whereas the population increased only ten per cent. 
It increases the stability of economic conditions, for it makes 
them less d^>endent upon weather and the elements. It pro- 
motes culture, tor It substitutes mental effort for |diysical effort, 
and iKovides leisure fcK- recreation. Protective tariffs make in- 
dustrialization possible, for the process dqxstds not only upm 
the natural resources of a country but upon the energy of its peo> 
Ide as well. 

(3) International 

Ecomxnic protectionism is. In its effects, not (»ly national, but 
also intttnatioiud, It ;«omotes a growth of worid Kaoaxay, toe 
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it leads to an increase in world eccmomic relations. The process 
of industrialization leads to specialization and to continuous pro 
ductitm at decreasing prices. It thetefore requires a larger ex- 
pOTt field for the country in which it takes place. The de- 
pendence of naticHis upon each other increases, but its diaracter 
becwnes diversified and it is extended to a greater number. 
The multiplication of trade connections decreases a country's 
dependence upon any other country. For histance, in 1880 the 
United States took 20 per crat of the total fbrtign trade of the 
United Kingdom, but only 15 per cent in 1910. In i860, H<d< 
land furnished 20 per cent of Belgium's imports, in 1910 only 9 
per cent. Serbia's imports from Austria-Hungary decreased from 
86 per cent of her total imports in 1884 to 24 per cent in 1892, 
and her exports to Austria-Hungary declined from 66 per cent of 
her total exports in 1884 to 31 per cent in 1893. Economic pro- 
tecticKiism tends toward an equalization in the mutual depend- 
ence of nations. Production becomes distributed. The world has 
beccme less dqtoident on England for its iron, on Europe for its 
weed, on Brazil for Its rubber. It is attempting to free itself 
from dependence upon American cottcHi. 

The process of industrialization leads to an increase in the 
number of conflicts of interest between nations. Tariff law!^ 
restrictions on the movement of peculations, the setting of rafl- 
road rates on foreign goods crossing national boundaries, and the 
regulation of the investment of capital, all features of the process 
of industrialization, make for intnnatiooal differences. How^ 
ever, econ(»nic protectioni^n also strengthens the international 
ccnnmunlty oi interest The world's trade is carried <m chiefly 
between the matured manufacturing countries. They trade m«« 
with each other than with the backward raw-matoial countries. 
Yet the percentage of the total trade with any one country is less 
fcff the industrial countries than for the raw-material countries. 
France was less dependent upon Germany than was Rusna. Can- 
ada is less dependent on the United States than is Mexico. 
As economic protectitxiism extends and strengthens the commun- 
ity of interest, it becomes increasingly dangerous to destroy it. 
Therefore inteniati<HiaI agreements of all kinds are multiplied to 
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pxivide for the increasing ntimber of points of contact between 
tbe industrialized nations. 

In ciHiclusioii national economy and world economy are not 
oppoeed. As Gninzel says, "He benefits the world most who best 
serves his own peof^." 

(iv) Natiomd Econotmcs m Great Britam 

The theories of national economics aroused attention outude 
of Germany. Several British economists, notably W. H. Dawscm, 
trace the rise of modem Gomany to the application of List's 
fvindples. They also attribute the lesser growth of Great Briton 
to tbe failure to formulate a conscious economic policy. How- 
ever, the war has j<dted ccnmnerce and industry so hard, has 
develc^wd so many new industries for the products of which 
&eat Britain was fwmerly dependent upon other nations, that 
economists have taken an inventory, as it were, of accepted 
tbet^es. They point out the weak points in the theory of 
internationalism on which England's [»«-war trade was based 
and attempt to inject into a possible British policy some of tbe 
dements of the thetHy of the sdf-suffident state. 

As one writer expresses it: 

"The science of political economy as we know it in this coun- 
try to-<lay is a dead science. It has been emphasized more in 
recent years by reason of the great advance that has been made 
in the sciences of education, production (in which are included 
industry and agriculture), chemistry, transportation, and banking, 
not only in this country, but in America and Gennany. 

"Every article of utility that is produced is influenced by these 
five sciences. For instance, to produce successfully, you must 
first of all have education; secondly, you must have the latest 
experience and knowledge in method of production, and also the 
latest and most modern machinery to assist you; thirdly, you must 
have the technologist or analytical chemist to assist you in obtain- 
ing the best possible materials ; fourthly, you require the services 
of the transportation companies in carrying or shipping your 
goods to those who desire them; and fifthly, you need the banker 
or capitalist to finance your total operations with the greatest pos< 
eible facility. 

"The state therefore should become the guiding or directing 
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Gpirtt in placing: «ach phase of national activity in its proper rela- 
tion to the other, particularly as regards efficiency; then whatever 
portion of the total that manufacturers might consume they could 
at any rate rely upon having the best possible value for their 
money. In other words, the state should give direction, both sa 
to object and policy, to our natural tendencies and not allow them 
to drift forward in the world of commerce as an incoherent mass. 
It must be obvious to business men that each phase of our na- 
tional life is influenced by the weakest member. Further, if the 
tendency of one phase is toward a course diametrically opposed 
to that which is being pursued by the remainder, then ^ere must 
occur a great waste of natural energy and wealth." " 

Tlie agitation for tariff reform, for the perpetuation of indus- 
tries establi^ed during the war, fen- the limitatim of freedcm of 
aliens in British enterprises and for other restrictitBis on the pn- 
war hberal policy are the results of a new attitude toward trade 
problems in tlie development of which the Gennan theories ot 
economic [wotecticnism \mdoubtedly played a put. 

C. After-Wv Potides 
The br-reachiog changes outlined above have ttimed the 
minds of commerdal Eun^ to the future. German merchants 
whom the blockade forced into idleness indulged in endless 
qieculation as to what was likely to ha{)pen after the war and 
formulated numerous sdiemes to meet possible contingencies, 
British and French merchants, whose trade was restricted and 
who saw the neutrals or inactive belligerents obtaining control of 
trade in various commodities, have also made plans for business 
after the war. In addition, the war has led to the develoi»nent 
of new industries which face severe competition from Gcnnu 
competitors who supplie<f the products befwe the var. 

(i) Economic Naliondism 

The measures contanplated fall into two classes. In the first 
are those measures which loc^ toward a more narrow trade pol- 

" J. T. Peddie, "National System of Economics," E. P. Dutton ft Co, 
New York. See also his "On the Relation of Exports and Im- 
porla." J. M. Robertson, "Economics of Progress," E P. Duttott & 
Co., New York, 191& 
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icy such as the boycott, which is cmtcsnplated in the Paris 
Reatriutions, in the report of Lord BaUour's Committee m C«ii- 
tnerdal and Industrial Policy After the War, and in the Im- 
ports Control Bill. In addition, there is the detenninatioa on 
the part of Great Britain and France to become independent tA 
foreign manufactured goods, especially German products. Co- 
lonial prefaecce as a nationalist policy is strongly urged. And 
finally, it is [Hx^xised to discriminate against German subjects 
who attempt to do business In the Allied countries. 

In the seomd class are those measures whidi make for 
greater international cooperation, advocated by many cconomiate 
and mctrhantff. ^m^ hy liberal statesmen. 

(a) The Boycott 

Hie Eccmomic Clauses, Part X, of the Treaty of Peace with 
Germany, bind Germany to refrain from a boycott of the Allied 
and Associated Powers and to extend most favcwed nation treat- 
ment to than. However, it leaves the Allied and Associated 
Powers free to put into ^ect any restrictions on trade whatso- 
ever. While the Paris Resolutims may be dead as a joint policy 
of the Allies, the agitators fw a tx^cott of Germany are by no 
means silent. A discusson of the eoinomtc thecffy of the boy- 
cott is th^^fcwe ^^ropriate. 

The boycott is the commercial hymn of hate. Although it 
may deal with peace conditions, it is the expres^on of the 
psychology 4^ war. It is a matter of sentimmt, not of reason. 
When the Hun Zej^ins were bombarding Paris, when the mur- 
derous U-boats were destroying merchantmen, there arose all 
over England and France a chorus of vows and pledges not to 
trade with Germans and not to communicate with German 
seamen, and not to admit Germany into intematicmal intercoune 
after the war. These vr&e not deliberate programs capable of 
execution, but rather impotent reactions against the unheeding 
nithles»ess of German warfare. CommAcially omsidered, they 
were the empty gesture of anger which had no efFective out- 
IcL 
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British societies were formed to boycott German goods. 
Frenchmen also banded themselves together \mder a commoa 
pledge not to treat with the enemy. When ia cahner mtHneota 
both had seen the folly of the movement, the United States 
passed through a similar stage of passicHi. A boycott aunmit- 
tee of the American I>ef«ise Society was formed. A representa- 
tive in Congress seriously introduced a bill in the beginning o( 
1918 to create the mechanism of a boycott of Gennany by 
punishing Americans trading with Germany after the war. The 
Chamber of Commerce of the United States as a result of a 
refereodmn decided in favor of an international commercial boy- 
cott to saf^uard peace. Indeed, in all the Allied countries and 
the United States there were over 100 societies whose object was 
to keep out German goods, German ships, German investments, 
and German subjects." 

Lord Robert Cecil advocated an economic boycott also. How- 
ever, his motive was not revenge or punishmmt for past deeds, 
but rather a threat and a warning to prevent breaches of the 
rules of a league of nati<»s. Equivalent to the boycott Is the 
deceptive pnqxisal that the league of nations be constituted 
with a restricted membership, confined to the present Allies and 
the United States, or at least excluding the Teutonic Powers. 
The policy of commercial exdusiiHi on the part of the Allies 
called forth a counter policy of exclusion on the part of the Cen- 
tral Powers. Friedrich Naumann's scheme of Mittd-Europa 
gained greatly in popularity as the result of the boycott propa- 
ganda in the Entente countries. ImtH^ased with an elusive touch 
of reality by the German military successes in 1916, the Mittel- 
Eun^ja scheme became after the Paris Econ(»mc Conference a 
grimace of Central Eurqie retorting to the shaken fist of the 
Allies. 

(i) The Paris Resolutions 

AlAougib there had been unofficial propaganda fav{Hing a poet- 
bellum boycott of the Central Powers, dating back almost to the 

"Nrw York Tmti, Feb. 18^ 1918; Nov. 5, ijkS; Jtmrnal of Com- 
merct, Oct 14, 1918. 
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beghmiiig of the war, no official acticm was taken until the adop- 
tio& of the Paris Resolutions on June 17, 1916.. The tepnaea- 
tatives oi the Allied governments announced that 

"the Empires of Central Europe are to-day preparing, in concert 
with their allies, for a contest on the economic plane which w'll 
not only survive the reestablishment of peace, but will at that 
moment attain its full scope and intensity. 

"The agreements prepared for this purpose between our ene- 
mies have the obvious object of establishing the domination of 
the latter over the production and the markets of the whole world 
and of imposing on other countries an intderable yoke. 

"In the face of so grave a peril, the representatives of the allied 
governments consider that it has become their duty, on grounds of 
necessary and Ic^timate defense, to adopt and realize from now 
onward all the measures requisite on the one hand to secure for 
themselves and for the whole of the markets of neutral countries 
full economic independence and respect for sound commercial 
practice, and, on the other hand, to facilitate the organization, cm 
a permanent basis, of their economic alliance." 

The measures resolved upon covered, fiist, the war period, 
aecmd, the period of transitim and reconstruction, and third, 
the period of stability or of nwioa] times. The boycott [Hovi- 
sioQs of the Paris Resolutitns which are pvea under the head of 
"transitory measures for the period of commerdd, industrial, 
agricultural, and maritime reconstructicm of the Allied countries," 
are as follows: 

'II. Whereas the war has put an end to all the treaties of com- 
merce between the Allies and the enemy powers, and whereas it is 
of essential importance that, during the period of economic re- 
construction which will follow the cessation of hostilities, the 
liberty of none of the Allies should be hampered by any claim 
put forward by the enemy powers to most favored nation treat- 
ment, the Allies agree that the benefit of this treatment shall not 
be granted to those powers during a number of years to be fixed 
by mutual agreement among themselves. 

"During this number of years, the Allies undertake to assure 
to each other, so far as possible, compensatory outlets for trade 
in case consequences detrimental to their commerce result in the 
application of the undertaking referred to in the preceding para- 
graph. * • * 
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"IV. In order to defend their commerce, their industry, their 
agriculture and their navigation, against economic aggression re- 
sulting from dumping or any other mode of unfair competition, 
the Allies decide to fix by agreement a period of time durii^ which 
the commerce of the enemy powers shall be submitted to special 
treatment and the goods originating in their countries shall be 
subjected either to prohibitions or to especial regime of an effec- 
tive character." 

(2) The Balfour Report 

In July, 1916, Prime Minister Asquith appmnted a commit- 
tee on CcHnmercial and Industrial 'Po&cy After the War, of 
which Lord Balfour of Buriei^ was chairman. Its specific duties 
were "to consider the commercial and industrial policy to be 
adopted after the war, with ^)edal reference to the concluaioiis 
reached at the Economic Oniference of the Allies, as wdl as the 
following questions: 

"(a) What industries are essential to the future safety of the 
nation, and what steps should be taken to maintain or establish 
them. 

"(b) What steps should be taken to recover home and foreign 
trade lost during, the war, and to secure new markets. 

"(c) To what extent and by what means the resources of the 
Empire should and can be developed. 

"(d) To what extent and by what means the sources of supply 
witiiin the Empire can be prevented from falling under foreign 
control." 

A series of intNun reports was submitted from the fall of 
1916 through the ^ring of 1917. A final report was submitted 
(XI December 3, 1917. The attitude of the committee tm the 
question of the boycott is stated in the Summary of Ccmdo- 
sions of the Final Rep<»t, Chapter III, (a), (b), (d) and Oiap- 
terIX, (5): 

"The present rigime, whereby importation of goods of enemy 
origin is prohibited, should be continued subject to license in 
exceptional cases, for a period of at least 12 months after the con- 
clusion of the war, and subsequently for such further period as 
may seem expedient. 

"The Paris Resolutions relating to the plans of the Allies for 
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the restoration of their industries can be carried into effect if a 
policy of joint control of certain important commodities can be 
agreed upon between the British Empire and the Allies. Any 
measures should aim at securing to the British Empire and the 
Allied countries priority for their requirements and should be 
applied only to materials which are derived mainly from those 
countries and will be required by them. 

"We point out that the prolongation of the war and the entry 
into it of the United States have increased the importance of a 
considered policy directed toward assuring to the British Empire 
and the Allies adequate supplies of essential raw materials dur- 
ii^ the period immediately following the conclusion of peace, and 
that the extent to which the Paris Resolutions which bear upon 
this vital question can be carried into effect, depends upon the co- 
operation of the governments concerned. 

"Subject to agreement with our Allies in the matter, present 
enemy countries should not, for a time at least, be allowed to 
carry on trade with the British Empire in the same unrestricted 
tnanner as before the war, or on terms equal to those accorded 
to Allies or neutrals." , 

(3) Exports and Imports (Temporary Control) Ad 

One of the interim reports of this committee, presented in 
1916, covets the treatment of exports.^ The repc»t, whose scope 
is d^ned as "the treatment of exports from the United Kingdcm 
and Britisb overseas possessions, and the consnvation of the 
resources of the Empire during the transitional period after the 
war," follows in abstract: 

A General Survey 

The problem presented to the Committee appeared to them to 
Involve the following considerations: 

(i) The extent to which the competition of enemy trade can 
be affected by restriction of exports from the United Kingdom. 

(2) The danger of shortage of important commodities [WO 
duced in Great Britain or the Empire, or stored therein during 
the war, which might be required for provisioning the population 
and maintaining manufactures. 

"Board of Trade Journal for May 9, 191S. 
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(3] Tbe supply of the Allies for the restoration of tlinr in- 
dustries as laid down in Resoluticu B. HI of the Transitory 
Meastires of the Paris Conference. 

As regards (i) the Committee is unanimously desirous of 
doing eveiytliing practicable during the tran^tiosal period to 
[vevent the enemy countries from obtaining an unfair advantage 
ova the British Empire and over our Allies, whose industries 
have been seriously damaged. ... It is obvious that effective 
amtrol can only be exercised over products in which Great 
Britain and the British &npire have a virtual moni^>oly. Any 
attaiq>t to restrict the uportatim of products in which this is 
not the case would mercjy tend to devdcf* the supplies from other 
sources, and might have far-reacMng effects detrimental to Brit- 
ish trade after the conclusion of the tran^tional period. 

As r^ards (3) tbe first and most obvious course would be to 
continue the present regime so far as enemy countries are ad- 
eemed, that is, a general prohibition of exports from the United 
Kingdom to enemy countries, ^ceptlons being permitted only 
under license. This policy, although superficially attractive, 
presents the difficulty that, if exports to neutral countries are 
permitted without restriction, enemy traders will be able to pro- 
vide themselves throuf^ sudi sources at little, if any, additional 
expense. Unless it be pn^xsed to continue a system of ration- 
ing neutral countries, such a policy would merdy have the effect 
of appesiiag to do s«nething, while in reality achieving no us^ul 
result 

(3) The resolutions adopted at the Econmnic Conference held 
at Paris bearing upon the matt«- are Xumbeis B. I and III of the 
Ttansitoiy Measures. 

It afq)eais to us that dfect cannot be given to these (Paris) 
Resduttons unless export restrictitms are placed during the tran- 
sitory period upon a certain number of important articles. We 
aMtsido* that any measures undertaken for the purpose should 
aim at assuring the British Empire and the Allies priority for 
thdr requirements and at preventing the present eoemy countries 
from gaining by the use of such materials an initial advantage 
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in the coiiq>etiti(Hi to recover matkets iMch will f<^low the 
war. 

Policy Recommended 

Alter ccMuideriDg the subject in all its bearings, we have 
ctMue to the conclusion that a policy of contrdling exports dur- 
ing the transitory period immediatdy following the war can and 
diould be apidied to carefully sdected materials, the imports 
of which into the enemy countries befwe the war were mainly 
derived from the British Empire and Allied' countries, and the 
available supply of which wiU be wh(dly or mainly required by 
the British Empire and the Allies immediately after the war. 

We do not consider that it would be dther practicable or 
expedient to attempt to prevent the enemy countries from ob- 
tainii^ materials, as regards which the British Emigre and the 
Allies will not be in a position to absorb the greater part of 
their i»oduction. To do so would invtdve the continuance after 
the war on an elaborate scale of the system of rationing neutral 
countries, and of exacting stringent guarantees of the ultimate 
destination of exports which has beoi partially i^ipUed during 
the war. Under the exceptional conditions prevailing in war 
it is possible by means of the sea power of Great Britain, and the 
ctxisequent restriction of shiii^ing, to induce some of the neutral 
states to accept such a limitation of their trading rights; but we 
are of opinion that an attempt to ctHitinue such a general arrange 
mmt after the war would raise questions of great international 
dif&culty, and we have the gravest doubt whether it could, vnder 
any circumstances, be made practically effective when the or- 
dinary channels of commerce among the other nations of the 
wOTld are freely open. 

It is also very desirable that interference with the expcHt trade 
of this country after the war should be limited to cases in iriiich 
it is deariy required by the public interest. 

Suggested System of Export Licenses 

We recommend that the Government should sedt powa3 from 
Parliament to prohibit during the period of reconstruction imme- 
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diately following the war the export to all or any destinations, 
except under license, of such articles as may be deemed expedient. 
The control thus obtained should be exercised so as to secure 
that the requirements of the British Empire and Allied countries 
are first satisfied, and the export ctf the surplus to neutral coun- 
tries should he permitted. 

An Allied Organisation 

In Part n of the report it is recommended that in <Htler to 
secure common action among the Allies the Government should 
ccHisider, in consultation with the Allies, the expediency of estab- 
lishing after the war a joint organization on the lines of the 
Commission Internationale de Ravitaillement for dealing with 
the orders of the Allied Governments for reconstruction pur- 
poses and with such private ordeis as they may hnd it eq>edient 
to centralize. In exceptional cases it may be found necessary to 
adopt a policy of Government purchase of certain important 
raw materials, the supply of which canned otherwise be safe- 
guarded. 



To cany into effect the recommendations of the Balfour Com- 
mittee, Parliament passed "A Bill to oHitinue, with modifications, 
for a limited period after the termination of the present war, 
cntain powers in relation to imports and exports. 

"The Lords of the Council on the recommendation of the Board 
of Trade may by order prohibit the importation or exportation 
of goods of any class, description, or origin, or produced or manu- 
factured in whole or in part in any country or place specified in 
the order, either generally or from or to any country or place 
named in the order, subject in either case to such exceptions as 
may be specified in the order, and to any licenses the grant of 
which may be authorized in the order. 

"This Act may be cited as The Imports and Exports (Tempo- 
rary Control) Act, 1917. 

"This Act shall continue in operation until the expiration of a 
period of three years after the termination of the war." 
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(b) OpposkioH to the Boycott 

Tlie advocates of tlie boycott did not find tbemsdves in undis- 
puted possesion ol the fidd. There were divers dements irtuch 
were not in accord with their views, in ^te of loosdy flung 
accusations of [ffo-Geimanism. Business men who had sold 
goods to Gennany, and ^lo in times of peace are greatly in 
need of the German market, historians who studied the efiects of 
previous wars on the trade of the countries Involved, economists 
whose views were grounded in the priitciples of science, and 
statesmen who were anxious to avoid future wars, were b> be 
found in the (q)position to the boycott movement which rode oo 
the waves of pt^nilar passioo. 

(t) Gentrai 

Histcxically, it is interesting to note that in the case of previ- 
ous wars conuneice between the belligerents increased both abso- 
lutdy and relatively after the ugniog of the treaty of peace. 
This was notably the case after the Franco-Prussian War, the 
Spanish-American War, and the Russo-Japanese War. 

"The imports of France from German territory io the year 
prior to the Franco-Prussian War were $50,000,000. In 1872, 
the year following the war, they were practically $70,000,000, 
and averaged $66,000,000 per annum in the five years after the 
war. German imports from France in the same period showed 
a larger gain. They were $60,000,000 the year before the war, 
and averaged annually $83,000,000 in the five years following the 
war. The trade between France and Germany showed an in- 
crease of 40 per cent in the years immediately following the war, 

"Another example is to be found in the trade relations between 
the United Sutes and Spain. Our imports from Spain in 1897 
were less than $4,000,000. In the five years following the war 
they averaged $6,000,000 per annum, an increase of 50 per cent. 
Our expoTts to that country, whicch were $11,000,000 in the year 
before the war, averaged $14,000,000 per annum in the five years 
following the war, or an increase of 25 per cent. 

"The Russo-Japanese War showed the same facta. Japan's 
exports to Russia which were about $1,500,000 in the year prior 
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to tbe WAr, averaged more than $3,000,000 per annnm in the five 
years after the war, showing an increase of over 100 per cent," ' 

There is nothing in the present drcumatances to indicate that 
this phenomenon will not again be evident. 

Fhm the econtnuc pmat ot view, the prind^de of the boycott 
is fallacious. It is a discarded doctrine that in erary trade 
one party gains to the extent that the other looes. The in^xwer- 
iahment of one nation will not lead to the enriching of another. 
Tbe amazing devdopment of industrial Germany benefited Great 
Britain and France. The current of trade set up by 7o,ooo,cx>o 
peofde can not be shunted without »1ipriinishi"g tbe vi^ume of 
trade in which they are not directly involved. In 1913 the oxn- 
bined impwts and e^MTts I)etween the four powers, Grtat 
Britain, France, Russia, and Italy, oa the one hand, and Ger- 
many, Austria-Hungary, Turkey, and Bulgaria on tbe other, that 
is, the trade between the two groups amounted to over %2,- 
000,000,000. In 1913 the imports of the four Central Powers 
totaled about $3,500,000,000, and their exports about $3,000,- 
000,000. Th«r total trade constituted about 17 per cent of the 
world's trade for the year. Will it be possible to short-circuit 
thdr markets without wrecking tbe trade organization of the ncm- 
Teutooic powers? 

The four Central Powers bought in the year 1913 from Great 
Britain $400,000,000 worth of merchandise, from France $150,- 
000,000, and from the United States $375,000,000. How many 
ot the merchants in these three countries are anxious to continue 
the boycott against tbrir best customers? 

The bt^cott scheme fails to take into account the fact that 
the prt-war commerce of the worid was based upon the free inter- 
play of forces, the unimpeded exchange of commodities among 
all coimtries. Will it be possible to strike an international trade 
equilibrium within the larger group of tbe worid's powers which 
will be as satisfactory as a world-wide understanding? Will not 
the world be the poorer for rejecting trade with 70,000,000 
pec^le with high standards of living and with great capaaty (or 

**0, P. Anitin, lntermttia»ai Commerci, dnpter is "American Prob- 
knu of Rcconstructioa." 
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coDsumptkxi? Will it be any richer tot refusing to take advan- 
tage of the distinctive traits of the peoples of the Central Euro- 
pean Powera, of the ^>ecialized technical skill, of traditions of 
particular crafts, and of other natural advantages which enable 
them to produce certain kinds of goods more efficiently than any 
other peofdes? 

If France wishes to trade with Russia, can she do it eonomi- 
cally excq)t across German territory? Would a water route via 
the North and Baltic Seas or a land route via Italy reduce trans- 
portation rates between France and Russia? 

Politically, the effects of the boycott would be disastrous. In- 
stead of ending war it would breed new wars. It would promote 
strife because of the innumerable points of friction inherent in 
any polity of commercial repression. Again, it would throw the 
neutrals into the arms of the Central Powers. If Germany could 
not take Russian wheat and Great Britain had to prefa- Cana- 
dian wheat, what would be the effect on Russia? What would 
become of Argentine hides and wool if Great Britain refused to 
accept thnn on the same terms as the Australian products? 
The boycott proposal bristles with difficulties of all kinds. As 
both Arthur Greenwood and A. W. Pringle in Great Britain point 
out, it would be fdly to attempt to add to the stupendous 
eoHUHnic problems after the war by artificially fostering a dis- 
location of trade. Even if the policy should be politically suc- 
cessful, trade could be forced out of its accusti»ned cbanneb 
only with heavy loss.^ 

(3) In Great Britain 

Chiefly as a result of the murder of so many of its members 
during the submarine warfare, the Natimal Seamen's Unicxi, of 
which J. Havelock Wilson is general pre«dent, was very active 
in spreading the propaganda favoring a boycott. Howev», sober 
British opinion is opposed to it. W. H. Dawson, in an article 
on German Trade After the War, in the Quarterly Review, pro- 
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duces a convincing array of figures of German pre-war trade, 
showing the absurdity of the boycott proposal. Merchants of 
Gieat Britain who sold to Germany chiefly have a personal mo- 
tive and a very keen one for opposing the scheme. Sir Swire 
Smith sums up this <q>position succinctly.*'^ 

"It is a serious error to assume that a nation becomes richer 
through the poverty of another. The richer a nation becomes and 
the more its commerce is extended, the more it enriches communi- 
cating nations. Germany used more British goods than any other 
nation except India. And it is remarkable that British exports 
to Germany increased 105 per cent from 1890 to rgii, but only 
70 per cent to the rest of the world. It is a noteworthy fact that 
Germany sold most to England when British industry was most 
active. The same is true for British sales in time of German 
industrial activity." 

Definitely committed as is the Balfour Repwt to discrimina- 
tioa against the Central Powers in the after-war trade, yet 
there is a reservation which would permit a wide latitude of 
intnpretation of the restrictive recommendations. It reads; 

"But we recommend that the restrictive measures which it may 
be necessary to continue should be kept within the narrowest 
possible limits, and, wherever practicable, the trades concerned 
ahould be entrusted with the working of the control under gov- 
ernment authority. The policy of the government should be di- 
rected toward the restoration of normal industrial conditions 
within the shortest possible time. We are strongly of the opinion 
that state control of, and restrictions upon, industry arising out 
of war conditions, will be found to be detrimental under normal 
conditions and should be removed as soon as possible after the 
conclusion of peace, due regard being had to the circumstances 
of each particular case." 

The attitude of the British Labor Party in opposition to the 
boycott, indeed against any form of ectmomlc warfare, is pro- 
nounced, and was stated by Arthiu" Henderson, its leader: 

"The danger of an economic struggle was dearly indicated in a 
dedsioD reached at the recent Trade Union CcHigress by 3,339,000 

" The Real German Rivalry: Yesterday, To-day, and To-momvi 
Sir Swire Smith. 
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votes to 378,000, (V a majwi^ of more than ogjit to <me. The 
teat^ution was as toUows: 

"That the economic conditions created by the war have in tio 
way altered the fundamental truth that free trade amot^ the 
nations is the broadest and surest foundation for world pros- 
perity and international peace in the future, and that any depar- 
ture from the principle of free trade would be detrimental to the 
prosperity of the nation as a whole. 

"This overwhelming majority shows clearly that British indus- 
trial democracy, as represented by the Congress, will decline to 
subscribe to a policy prejudicial to the economic interests of our 
own working folk, and one that is calculated to prevent the defi- 
nite and essential reconciliation of free democracies. Therefore, 
the proposal to cripple Germany financially and to render her 
impotent commercially by a ruthless trade war may be expected 
to receive the determined opposition of the British labor and 
socialist movement. • • • 

"It is clear, therefore, that the Paris resolutions, so far as they 
are intended to form the basis of a policy of organized systematic 
commercial and economic boycotting which aims at the destruc- 
tion of German commerce, must be strenuously opposed. They 
would provide a new stattding menace to a healthy interna- 
tionalism and to the future peace of the world * * * 

"If we have among us a section of politicians who regard the 
German people as rightful spoils, to be economically exploited 
and oppressed after the conclusion of hostilities, let them cease 
talking of a fight to a finish, for no mere military victory can ever 
be the final stage of the struggle; it would only mean a transfer 
of the venue, with a change of weapons from the military to the 



"Labor is convinced that a world peace which is broadly based 
on the expressed will of free democracies cannot be assisted by 
a temporary or perpetual economic war. And a peace which does 
not properly recognize the natural economic rights of all peoples 
will be neither democratic nor lasting."* 

(3) /» Franu 

The l^ench, who suffered most acutely lum Gemuui outnges, 
neverthdess did not lose thdr heads in the world oi passion out 
of whkh the [Hoposed bo]rcott polity was born. Two of the 

"London Nathnat Wttkly. 
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hading ecoDomists of the awntry, Charies Gide and Yves 
Cayot, steadfastly oppoaei the boycott. But not mly did ihx>- 
toaivs of ecoooQiics and financial writers adopt this attitude. 
Tie Association Nationaie d'Expansion Economique as wdl as 
the FM6ration des Industriels et Commer^ants Fran^ais, two 
important business organizations, bdieve that the boycott is in- 
cnnpatible with their pmspmty. 

"Their members know too much of their subject to associate 
themselves with the puerile boycotting campaign which is carried 
on by a section of the press and a few ultra -nationalist ajsocia- 
tions. French merchants know that to refuse admission to all 
German goods would mean the closing of German markets to their 
own, and that it would not be easy to find a substitute for a cus- 
tomer who is worth a thousand million francs A year. Besides, 
the French manufacturer knows that there are in Germany raw 
materials and machinery whtdi cannot be dispensed with and 
which will be most urgently required when his own factories 
start work again." 

The congress of the coSperative societies of France tocA a 
umilar stand in opptsition to economic war after peace is de- 
clared. This body represents the French consumers' intnnts. 
Its resolutions add strength to the c^inion of the economists and 
merchants. They commit the organization and recommend to 
the country "as regards Gnmany, Austiia, and thdr allies, to 
abstain from systematic boycott which would be intended solely 
to ruin thtir trade, but oa the other hand to allow them free 
access to the markets of the countries of the Entente on the con- 
dition that the two empires subscribe to the fmndple of inter- 
national ariittraticxi." ** 

(4) In United Slates 

Sober interests in the United States are likewise (^jposed to 
the boycott. Pre»dent Wilson declared officially that the war 
ihould not end "in vindictive action of any kind." Further, 
the third of the fourteen points set forth in his address of Janu- 

''Beonomic /owmal, London, Dec, 1916, article bj Chtrles CSde. 
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aiy 8, 1918, called for "the mnoval, so far as poaaible, of all 
economic barriers in the establishment of an equality of trade 
conditions among all the nations consenting to the peace, and 
associating themselves for its maintenance." Finally, the address 
at the Metropditan Opaa. House en September ay, 1918, ^>ed- 
fied four conditions essoitial to an enduring peace, the last of 
which read: 

"Tb«« can be no special, selfish economic combinations within 
the league and no employment of any form of economic boycott 
or »clusion except as the power of economic penalty by ex- 
clusion from the markets of the woiid may be vested in the 
League ot Nations itself as a means of discipline and coo- 
trol." 

The National Association of Manufacturers protested against 
the pro-boycott referendum of the Chamber of Commerce erf the 
United States. The manufacturers declare that the proposal is 
"not only futile but vidous, and meets our unqualified disap- 
[«oval." The International Seamen's Union of America likewise 
has disapproved of the boycott plan. Bankers and merchants 
throughout the country, economists, editors, and publicists have 
to a very large extent registavd vigorous protests against any 
eonomic warfare aft^ the war. A leading p^)er says edi- 
torially: 

"The boycott promotes strife rather than peace, even when its 
purpose i> laudable. There is ample proof that the boycott is a 
game that two can play at, and that it leads to reprisals and 
hostility without end. When this war is ended, it should be ended. 
It will have been fought in vain if it plants the seeds of future 
wars."" 

(5) In Gtrmaity 

The immediate eCea of the Paris Economic Conference upon 
the German mind can hardly be exaggerated. A chorus of pro- 
tests and abuse issued from the daily and periodical press. The 
economic magazines were filled with arguments and counter 

'New York Timet, Feb. iS, igiS. The Journal of Commerce con- 
tinuously wrote against the commercisi boycott 
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• 
threats. As an impotent gesture to counter the boycott proposal 
f^iedrich N&umann heralded his Mittel-Europa scheme as the 
salvation of Gennany. However, tlie period of hysteria was fol- 
kmed by one of sober second thought in irtiich the econiMnic 
foUacy of the boycott was exposed and its political difl&culties 
planted out. Even Friedrich N&umann revamped his ideas. 
He said at a meeting of the Colonial Company in Berlin: 

"It has been claimed that by creating a Middle Europe we can 
^spense with a colonial policy, or that a Middle Europe will 
interfere with our oversea activities. The idea is absolutely 
erroneous. Now above all times must we concentrate our energy 
Upon oversea activities for Mittel-Europa has imposed upon us 
economic responsibilities which can oi^y be borne and solved 
through a colonial policy."" 

Economists who adhere to the principles of exchange and dis- 
tribution come to the same conclusions in all the countries. 
Professor Franz Eulenberg, of Aix-la-Chapelle, points out that 

"not the downfall and adversity of another power, but its prog- 
ress is necessary to any nation's welt being. The war itself has 
completely refuted those mercantilist ideas. It is an extremely 
primitive and naive notion that a nation can benefit economically 
by destroying another nation's commerce. The last generation 
which lived in a period of increasing wealth, has proved the con- 
verse to be true. Not from the elimination and repression of 
Germany, but in reality from its expansion, did the other nations 
derive the greatest benefit and will have to expect it in the 
future." " 

Albeit Ballin, one of the builders of [xe-war Germany, a far^ 
seeing man of affairs, a persistent advocate of anti-militarist poli- 
cies, and therefore discredited in the eyes of the military ring, 
also protested against the boycott. Some aoo members of the 
Reichstag met at Hamburg June 15 and 16, 1918, to obtain the 
views of the leading representatives of commerce, industry, and 
shiiq>ing ccmceming the policies of the transition period. Bal- 
lin oi^iosed government contrd of business, and government 
coerdon of the individual. He said: 

" NorddeuUekt Allgemeine Zeitung, Jan. rft 1918. 
'BerUHtr Tagtblatt, April 2, 1918. 
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• 
"We cannot demand liberty from our enemies when we apply 
compulsion ourselves. We cannot fight for the freedom of the 
seas if at the same time we seal the doors of Central Europe. 
Peace must restore free play to economic taws. The peace nego- 
tiators must insist that the raw materials obtained overseas shall 
be distributed equitably in proportion to the share which the va- 
rious countries received in 1913. International trade must be 
securely established on the basis of equity."** 

(c) New Tariff Policies 

Not all the trade policies [danned for the after-mr period m 
the product of passion or are directed against specific enemy 
countries. As shown above, the war has dislocated the trade 
of the wodd. It has bad the effect of a protective tariff oa 
most countries and has fostered d<xnestic industry of stHiie kind 
in all countries. Aside, then, from the relations between the 
two groi^ of powers, each individual country is readjusting 
its trade pc^cy to omfonn to the altered state of commerce re- 
sulting from the war. 

The policies contemplated are of three kinds. Questicms of 
tariff preference between members of the Allied group, as w^ as 
betweoi mother country and cdonies, occupy a {ffcxninent post- 
ti(Hi. Again the idea of economic ind^>endenoe, of sdf-suf- 
ficiency, has exaggerated the importance of the so-called essen- 
tial, key, or pivotal industries, which it is asserted should be pro- 
tected, not for economic but for political reascxis. Finally, a 
change in the fundamental tariff policy of the various countries 
has been brou^t up for discussiui. 

(i) Preferences 

PtefereQce in commerce between members of the Allied group 
is recommended by the Paris Economic Conference. Under 
"Transitory Measures," paragraph III reads; 

"The Allies declare themselves agreed to conserve for the Al- 
lied countries before all others their natural resources daring 
the whole period of commercial, industrial, agricultural, uid mari- 

" Hamburgtr Frtrndenbiatt, June 15 and i^ 191& 
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tine recoostnictioii, and for this purpose ihey undertake to estab- 
lish special arraogetnents to facilitate their iotercbange of these 
resources." 

Under "FexmancDt Measures," pangnqA II reads: 
"In order to permit interchange of their products, the Allies 
nndertake to adopt measures for facilitating their mutual trade 
relations, both by the establishment of direct and rapid land 
and sea transport services at low rates and by the extension and 
improvement of postal, telegraphic, and other communications." 

Hie sentiment in fovor of {veference in trading betwem tbe 
presat Allies is iwrt <rf a lai^er tafiff scheme advocated by many 
tnde wganizattoDS. Tbe Council of the London Chamber of 
Oxnmerce on May 35, 1916, adopted the recommaidations of 
die ^wdal Committee on Trade During and After the War, 
idiich ;«ovided tot a five-ply, tariff, wherAy favoted treatment or 
dtsaimiDation would be applied to the following groups: (i) 
British possessions; (3) present allies; (3) friendly neutrals; 
(4) other neutrals; (5) enemy countries. 

Whether preference between coimtries will be realized is a 
questira. However, the less difficult project of colonial prefer- 
ence within the British Em^nre raises in some reelects a more 
important issue. Colonial preference is not a new subject in 
the EmiHFe. It was [uxjposed in 1903 by the Colonial Ccmference 
held in London. 

In 8 prdiminaiy report of tbe Balfour Committee made in 
February, 1917, Imperial preference was recommended. 

"We therefore recommend that the government should now de- 
clare their adherence to the principle that preference should be 
accorded to the products and manufactures of the British Over- 
seas Dominions in respect of any customs duties now or here- 
after to be imposed upon imports into the United Kingdom. 

"We have arrived at the conclusions indicated chiefly on the 
ground that, although to some of us any measures which may act 
in restraint of trade are in the abstract distasteful, we think it 
necessary that for the sake of the unity of the Empire a serious 
attempt should now be made to meet the declared wishes of the 
Dominions and Colonies for the development of their economic 
relations with the United Kingdom, and that any abstract opin- 
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ions we may hold should not, under the circumstances in which 
we are placed and with the experience gained during the war, 
stand in the way of any measures which are seen to be important, 
having regard to the general interests of the Empire. 

"We do not overlook the practical difficulties involved, but we 
desire to emphasize the fact that for the purpose of recovering 
trade lost during the war, of securing new markets, and of con- 
solidating the resources of the British Empire, the development 
throughout the Empire of a system of mutual tariff preferences is 
a subject which cannot, in our opinion, any longer be neglected." 

Odonial preference has been sponsored in other quartos as 
w^. A subcommittee of the Advisory Committee to the Board 
of Trade on Commercial Intelligence included in its tariff recom- 
mendations the <^iDion expressed by many of its witnesses "that 
there cstists a strong desire to respond to the feeliQg in our 
Dominions in favor of an Imperial preference id trade, and that 
there is also a stioog desire to arrange preferential trading with 
those who are our allies in the present war." The final Balfour 
Report likewise recommends that "a serious attempt should be 
made to meet the declared wishes oi the Dominions and Colonies 
and of India for the readjustment and develoiHnent of their 
eccoomic relations with the United Kingdom. An effort should 
also be made to develop trade between the Britisb Empire and 
our Allies." 

These recommendations are repeated in the final Balfour Re- 
port in the Statement of Conclusions on Fiscal Policy. "Prefer- 
ential treatment should be accorded to the British Overseas 
Dominicxis and Possessions in req>ect of any customs duties now 
or hereafter to be imposed in the United Kingdwn, and con- 
sideration should be ^ven to other forms of Imperial prefer- 
ence," 

To cany out the declaratim of the Imperial War Cabinet and 
of the Imperial War Conference as well as the recommendatims 
of the Balfour Committee, Austen Chamberlain, the British 
Cbancdior, embodied a schone of preferenos in his presentation 
of the budget (AprH 30, 1919). He said: "Althouf^ the be- 
ginning may be small, the measure of the pnqxisal is not the 
amount of British inqxria] trade iritidi secures prefoence at this 
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momeot, but tbe (^jportmiities for the devdopment of that 
trade which we are opening up. Tlwre never was a time when 
it was mrac important to the Empire as a whole that inq}erial 
devdopment should tale place." The four considerations which 
detomine the nature of the scheme for preference are: 

I. The [Veference should be substantia] in amount. 

3. The rates as far as possible should be few and simple, 

3. Where there is an easting excise duty corresptmding to 
the customs duty the eidse must be proportionately altered so 
as not to ^ve a preference at the ^xnse of the home f«o- 
ducer. 

4. The interests of tbe Allies of Great Britain should be con- 
sidered BO as to avoid increasing duties on their products for 
the purpose of giving preference to British goods. 

The extent of the preference varies. In Class I, goods on 
which no ezdse duties exist, as docks and watches, motor cars, 
and musical instruments, the preferential reduction on colonial 
manufactures is one-third. In Class II, the preferential reduc- 
tim of existing duties on ccdonial products is one-^th. It ap' 
{dies to the fcdlcrwing commodities of which Reified percentages 
came from Empire sources before the war: Tea, 90 per cent; 
cocoa, 50 per cent; coffee, 20 per cent; sugar, 7 per cent; 
tobacco, a per cent; gasoline, 18 per cent. In Class III, beer, 
wine and spirits, the preferences vary. A reducticm from exist- 
ing duties ^)plies to wines, so as not to injure the trade of 
Britain's allies, France and Portugal. However, in the case of 
^irits, colonial preference is established not by a reduction of 
duties but by a surcharge on foreign imports. 

The estimated loss of revenue to the British Exchequer 
through the proposed rates of preference is about £3,000,000, 
borne chiefly by tea imports. In other words, imperial prefer- 
ence has been effected by concessions to the liberals and free 
traders. 

"As regards our commercial relations with our present Allies 
and neutrals, the denunciation of existing commerda] treaties is 
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unnecessary and inexpedient, but the present opportunity should 
be taken to endeavor to promote our trade with our Allies, and 
consideration should be ^iven to the possibility of utiliung for 
purposes of negotiation witb them and present neutrals any duties 
which may be imposed in accordance with the principles laid down 
above." 

Notwithstanding these recommendations of the Balfour Com- 
mittee the Chancellor of the Exchequer Bonar Law stated in 
Parliament that Great Britain intended to denounce all treaties 
providing for most favored nation treatment, so as to permit 
the granting of preferences to the British Dominitns. 

(3) Economic Independence 

Realizing their dangwous dependence i^wn Germany for maxsy 
commodities, which constitute a small percentage of the total 
imports in value, Great Britain and France, and indeed all 
countries, have adopted the policy of fostering sdf-sufGdcocy 
by the promotion of key or pivotal industries which are essential 
to the economic well being of the country. The subject is cov- 
ered in both the Paris Resolutions and the Balfour Report 

To avoid becoming economically dq>endent upon the presait 
enemy powers, the Allies decide, as a transitory measure, "to 
join in deviung means to secure the restoration to these (devas- 
tated) countries, as a prior daim, of thdr raw materials, indus- 
trial and agricultural plant, stock and mercantile fleet, (X to 
assist (bem to re^uip themselves in these respects." 

Permanent measures also are omtemidated. 

"The Allies decide to take the necessary steps without delay 
to render themselves independent of the enemy countries in so 
far as regards the raw materials and manufactured artides essen- 
tial to the normal development of their economic activities. 

"These measures should be directed to assuring the independ- 
ence of the Allies, not only so far as concerns their sources of 
supply, but also as regards their financial, commercial, and mari- 
time organization. Whatever may be the methods adopted, the 
object aimed at by the Allies is to increase production within their 
territories as a whole, to a sufficient extent to enable them to 
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maintain and develop their economic position and independence 
in relation to enemy countries." 

Tlie question of economic indqiendence occupies a veiy prom- 
inent place in the Balfour Report. In fact, Enf^and invented a 
terminology on the subject, including such expressions as "key, 
pivotal, or essential industries." Sections of the repcxt dealing 
with the subject follow (Chs. IV and V) : 

"The experience of the war has shown that the United King- 
dom and the British Empire as a whole are dependent upon for- 
eign countries for a large number of raw materials which are 
not produced at all within the Empire, or are produced only on 
a scale altogether incommensurate with our requirements. We 
do not think that any attempt to make the Empire self-supportii^ 
in respect of them all would be either practicable or economically 
sound, but that a selective policy would be necessary, which shall 
have regard to relative importance, whether industrial or military, 
and to the sources of supply and the likelihood of their disturb- 
ance in time of war. 

"From the consideration of these industries (synthetic dyes, 
spelter, tungsten, magnetos, optical and chemical glass, hosiery 
needles, thorium nitrate, barytes, limit and screw gauges, and 
drugs), certain principles emerge, which call for notice. We now 
proceed to state these principles and to make the general rec- 
ommendations which, in our opinion, follow from them. 

"In the first place a particular commodity or branch of produc- 
tion which is of great national importance at a given time, may 
not continue to be so, and on the other hand new essential in- 
dustries may emerge in the future. 

"Secondly, the causes which have rendered British trade de- 
pendent upon the present enemy countries for the supply of par- 
ticular commodities are by no means uniform, and the measures 
required to promote the various branches of industry involved 
may vary with each individual commodity. The problem will 
also be affected as new economic and political conditions arise 
and changes occur in the international situation. 

"In these circumstances, we recommend the establishment of 
a permanent board (which might be called the Special Industries 
Board), charged with the duty of watching the course of indus- 
trial development and of framing from time to time, when neces- 
sary, either on its own initiative or on the application of inter- 
ested departments or persons, detailed schemes for the promotion 
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and assistance of industries concerned with the production of 
commodities of the special character indicated to tiiis report" 

Under the secti(Hi oa "Fiscal Policy/' the rqx^, however, 
does recommend action with respect to q>ecific industries: 

"Smne government action should be taken to promote and 
safeguard the development in the United Kingdom of industries 
of a special or 'pivotal' character (i.e., industries on which other 
and larger branches of industrial production of substantial na- 
tional importance are dependent), or which, while essential for 
munition purposes, are not of sufficient commercial importance 
to insure their development without such State assistance. 

"Some government assistance should be given to industries, 
other than those mentioned above, which are important for the 
maintenance of the industrial position of the United Kingdom, 
where such assistance is proved to be necessary because of the 
inability of the industries to maintain or develop themselves by 
reason of undue foreign competition, inadequate supply of raw 
materials, or any other causes." 

The first repatt of the Balfour Committee, submitted in Feb- 
niary, 1917, said: "In the light of eq>erience gained during 
the war, we coosid^ that special steps must be taken to stimulate 
the production of foodstuffs, raw materials, and manufactured 
articles within the Eminre wherever the expansion of production 
is possible and economically desirable for the safety and welfare 
of the Empire as a whole." 

The same recommendatitHi was made by the subcommittee of 
the Advisory Committee to the Board of Trade on Commer- 
cial Intelligence. "We are of the opinion that where the national 
supi^y of certain manufactured articles, which are of vital .im- 
portance to the naticmal safety, or are essential to oUtec indus- 
tries, has fallen into the hands of manufacturers and traders 
outside the countiy, British manufacturers ready to undertake 
the manufacture of such articles in this omntiy should be 
afforded sufficient tariff protection to enable them to maintain 
such position after the war." 

The Imperial War Conference, at a meeting in London in 
1917, expressed itself in favor of colonial preferenra and ad<^)ted 

DD.-:ea by Google 



AND REOOKSTRUCnOK laj 

a nsdation that the time had arrived for making the Empire 
independeDt of other countries in req)ect to food supplies, nw 
matoials, and essential industries.*^ 

(3) Tang Cka«get 

"Dm feding prevailing in much of Europe Is that the ynx has 
so altered commercial rdations as to make tariff changes neces- 
sary. A new customs ptdiiy must be devdoped to &t new trade 
condidcMis. 

In Great Britain (^dal and unoEBdal indorsements of a tariff 
ut inqxvts have been published. Tbe first report of the Balfour 
Cmnmittee said: 

"It will be necessary to take into considnation the desirability 
of establishing a wider range of customs duties which would be 
remitted or reduced on the products of manufactures of the 
Empire and which would form the basis of OMnmercial treaties 
with allied and neutral powers." 

The Committee on Commercial Intelligence of tbe Board of 
Trade ex^^essed the belief that "it will be necessaiy to impose 
some widely ^read import duties, and we are therefore fmpared 
to recommend that a larger propCH^on of the revenue should be 
raised by reasonable import duties. We are of the opinion that 
such import duties would go a long way toward satisfying the 
requests for q)ecial protective treatment lor industries which 
we have had under consideration." 

The Balfour Report is very guarded in its recommendations 
(Ki the tariff. The hegemony of Great Britain in shilling, in 
commerce, particularly in the reexport trade, in international 
finance, is due largely to the absence of restrictimis on the 
movement of merchandise. Besides, England is not any longer 
in need of development as, say, Argentina, or even the United 
States. Protectionism per se is not a panacea for all countries. 
A hl^ tariff developed the American tlnplate industry, but a 
low tariff will maintain the position of its British competitor. 

"Commtree Rtportt, Nov. a, 1917. 
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The rq>ort states the tinderiying tacts and ibm gives its coo- 

du^ODS. 

"A claim for protection cannot, Jn our opinion, normally be 
regarded as valid, unless the industry which makes it can show 
that in spite of the adoption of the most efEcient technical meth- 
ods and business organization it cannot maintain itself against 
foreign competition or that it is hindered from adopting these 
methods by such competition. 

"There are some large branches of production, such as the main 
branches of the cotton trade, in which there is no demand for any 
measure of protection. 

"The primary object of State policy should be the development 
of industries of importance to the national security and well 
being, and any State action directed towards the indiscriminate 
maintenance of a number of industries which do not contribute 
appreciably or at all towards the increase of the national wealth 
would, we think, be economically unsound. 

"Any State action likely to raise prices, even temporarily, for 
any commodities of national importance, should be confined with- 
in the closest possible limits. 

"It is of paramount importance that our export trade should 
not be hampered by any policy which might unduly increase the 
cost of production in this country, as compared with the cost 
in other countries; and a more limited tariff couid he used equally 
well, though not so extensively, for granting Imperial Preference 
and also for the purpose of negotiation with foreign countries. 
We direct attention to the expediency of considering measures 
of Imperial Preference other than the imposition of differential 
customs duties. 

"The producers of this country are entitled to require from 
the Government that they should be protected in their home mar- 
ket against 'dumping* as previously defined, and against the in- 
troduction of 'sweated' goods, by wliich term we understand goods 
produced by labor which is not paid at Trade Union rates of 
wages, where such rates exist in the country of origin of the 
goods, or the current rates of that country where there are no 
Trade Union rates. 

"Those industries which we have already described as Ttey* or 
'pivotal' should be maintained in this country at all hazards and 
at any expense. 

"As regards other industries, protection by means of customs 
duties or government assistance in other forms should be afforded 
only to carefully selected branches of industry, which must be 
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maintained either for reasons of national safety, or on the gen- 
eral ground that it is undesirable that any industry of real im- 
portance to our economic strength and well being should be al- 
lowed to be weakened by foreign competition, or brought to any 
serious extent under alien domination or control. 

"In view of the danger that the admission of the principle of 
protection, even to a limited extent, may give rise to a wide- 
spread demand for similar assistance from other industries, and 
consequently to an amount of political pressure which it may be 
very difficult to resist, we further recommend that a strong and 
competent board, with an independent status, should be estab- 
lished to examine into all applications from industries for state 
assistance, to advise His Majesty's Government upon such ap- 
plications, and where a case is made out, to frame proposals as to 
the precise nature and extent of the assistance to be given. Be- 
fore recommending tariff protection the board should consider 
forms of state assistance other than, or concurrent with, pro- 
tective duties, and it should have constantly in mind the safe- 
guarding of die interests of consumers and of labor, and should 
make recommendations as to the conditions to be imposed for 
these purposes." 

Discussion of tariff charges is ccnfined to no one country. 
France also has undertakeo to revise completely its tariff system. 
The committees on tariff of both houses favored the abrogatioD 
of existing commercial agreements so as to give France the 
cfiportunity to buOd anerr from the ground up such a tariff 
^tem as will best suit the altered political and economical con- 
ditions. As an indication of the liberal influences that will be a 
factor in the making of the new tariff, we give herewith the 
resolution of the Congress of Cooperative Societies held in 1916: 

"Commercial treaties between the nations composing the En- 
tente should be as wide as possible. Everything that makes for 
interchange should be encouraged, as transportation, immigra- 
tion, naturalization, postal arrangements, and unification of fac- 
tory laws. Attempts should be made to establish more thorough- 
going union between neighboring countries. In those colonies 
which have not yet been given self government, the principle of 
the open door should be established. ♦ * * To facilitate the cre- 
ation of any new industry capable of opening new channels for 
die nation's business, should be the aim of the tariff policy. It 
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should not, however, aim to make the country independent of 
others, but rather to accept the principle of a necessary division 
of labor and a desirable international cooperation among all 
countries." " 

Italy has denounced all commercial treaties which provide for 
tariff reducti<His. The Italian Tariff Commission recommended 
the discarding of the |H«sent system <A the geno^ and conven- 
ticMial tariff, and the adoption of the maximum and minimum 
tariff instead. The difference between the two systems is as fol- 
lows: In the case of the general and conventional tariff the 
general tariff is fixed by the legislature and the conveotiCKial 
tariff, consisting of a Iowa set of duties, is fixed by the executive 
branch of the government in bargaining with other nations, llie 
lower rates are embodied in treaties, during the tenn of which 
the country surrmders the right to change its tariff. The 
German tariff is an example of this type. The maximum and 
minimum tariff system has a maximum tariff, the reductions 
from which to the minimum schedule are granted by the legisla- 
tive branch of the government. Every article therefore has two 
rates. The lower oc minimum rate is used in bargainii^ tm 
concessions from other countries.** 

The proposal for a custwns uniem of Central Europe has no 
significance, owing to the disint^^^tion of the Teutonic Alli- 
ance. It was [Hojected chiefly as a counter measure to the 
boycott movement and to the resolutions of the Paris Coiference. 
Among other things it provided for the possible addititm <4 the 
neutral natbns cff Europe to monbership. 

(d) The Opposition to Tariff Restrictions 

In view of the commercial development of Great Britain unda: 
the system of free trade, it is not surprising to find that objectitm 

" "The Cbmmerdal Policy of France After the War," Charles fflde, 
British Eeonomie loitmal, Dec, 1916. 

""International Tariff Relations," W. S. Cnlbertson, Quarttrly Jtmr- 
nal of Economift, Aug., 1918. 
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to tariff restrictions has been raised by the free-trade dement. 
There is 0{^)05ttiem to preferences in trading among the Allies, 
(qjposition to ctrionial preference, aitd opposition to the levy of 
any general duties on imports. The only part of the tariff 
program with which the free-trade dement is in sympathy is 
that devised to make the Empire mwe self-sustaining. As the 
Mandiester Guardian puts it, "The proposals are accepted not as 
a measure ot commercial wisdom, but as a measure of Imperial 
safety in preparation for the next war. To surround the Em- 
pire with a ring foice is not thought good business now any 
more than before. But it is thought good strategy." 

The objections to protection in Great Britain are many. It is 
OHiadered pow policy to initiate these changes during a time of 
business readjustment when the process of a return to normal 
conditions should not be hampered by any new disturbing ele- 
ment. Particulariy is it undesirable to increase the cost of liv- 
ing at a time when wages are falling, as they probably will be 
during the period of transition. From the industrial point of 
view, it is questiniable policy to permit any increase in the cost 
of raw materials and therefore the cost of production at a time 
iriten international competition is expected to be unusually se- 
vtn. There is littie doubt that a tariff en imports will raise the 
selling i»ice of exports, not only to the extent of the duty on the 
raw materials <A manufacture, but also as a result of the in- 
crease in wages necessary to OHnpensate for the increased cost of 
living under a protective tariff. Again, it must not be overlo(A«d 
that England's transshipment business, amounting to about |3,- 
500,000,000 a year, was based on her free trade policy. Pro- 
tective duties, be they ever so slight, will increase the cost of 
tmnssbipped goods as a result of a more complex machinery for 
handling. Duties will restrict the freedom of movement of goods 
consigned for reexport. A tariff system will involve the neces^ 
sity of the establishment of a system of free pwts, or of cum- 
bersome drawbacks. 

Any scheme of preference, to favor the Allies or the colonies, 
must necessarily restrict the range of commodities that make 
their way to the London consignment market Similariy, a tariff 
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will narrow the chmce of the British manufacturer. Under 
free trade, he selects his merchandise from a wide range of 
goods oEFered, and what he does not take may be resold in 
the merchandising trade that England does with the rest of the 
world. But the fundamental economic objection is that if a 
country does not buy it cannot sell. It is no accident that free- 
trade England led the world in international commerce. As a 
result of the development of new industries in various countries 
of the wwld, their imports of related commodities will be re- 
stricted. The shortening of trade routes following the sub- 
marine campaign has eliminated much of the traa^ipment busi- 
ness, so that the world's exch^jige of goods may temporarily be 
less after this war than before. At a time of decline In the 
volume of trade, a further restricti<»i due to a protective pdicy 
may be more harmful than under normal conditicns. 

Then there is the political objection to a tariff. Many Britons 
hdd that no country owning or controlling such a large portion 
of the earth's surface can afford to f<^low any but a liberal 
trade polity. To do otherwise would cause the onisolidation of 
the countries discriminated against or bearing some grievance 
based <hi real or imaginary wrongs. It would lead to the forma- 
tion of an aoti-British bloc Indeed, as the Dominions, Aus- 
tralia and Canada, New Zealand and South Africa, are [Hec- 
tically separate nations, the adc^tion of the scheme of colonial 
pref»«nce would be equivalent to the formation of an all-British 
econ<»nic alliance against the non-British world. The objections 
of liboal statesmen and eccoiomists to the proposal of a British 
protective tariff system are based on sound economics and pcdi- 
tics. 

The difficulties to be overcome in establishing a British tariff 
system are ^^larent not cmly to the British but also and more 
keenly to the Germans." 

"Every all-British Customs Union contains an element of dan- 
ger for the coalition leaders in that it must clash with the inter- 
ests, not only of neutrals, but also of England's allies. It is true 

" ]Veltha»del, Aug. 23, igi8, containing comment on an article by 
Max Schippet in the So^isliscke Monatihefte. 
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that neutrals are promised preferential terms as re^rds German]^, 
but from the standpoint of customs dues they will always remain 
at a disadvantage with England, on account of her vast oversea 
dominions, and with her colonies on account of the enormous 
possibilities of the English market What this means, for ex- 
ample, for the Argentine, with her exports of wool, meat, and 
grain, or for Holland, with her exports of colonial produce and 
important agricultural and industrial home products, is patent 
to the eye. A similar conclusion holds good for countries which 
themselves are taking part in the anti-German coalition, in which 
England is the predominant partner. It applies even to the 
United Stales, with regard to which a warm controversy has been 
taking place in England in the summer of 1918. Not only in the 
Canadian, but in the Australian and South African markets, the 
United States is an industrial competitor of England, just as it 
is a rival of Canada and Australia in England and in many parts 
of her Empire in the sale of products of agriculture, forestry, 
and fisheries. Is the United States, under such conditions, likely 
to view with indifference the preference given to English indus- 
tries and the produce of British colonies involving discrimina- 
tion against American goods, even if some slight differentia] treat- 
ment is afforded American industries by placing higher duties 
on German goods for the English and colonial market? That the 
same may be said for the countries on the Continent of Europe, 
for France, Italy, and especially Russia, is obvious; no doubtful 
agreement would ever compensate these countries for the actual 
losats iocarred." 

(e) Atitt-iOien Laos 

The extensive ramificatitnis of German eoHioimc interests 
penetrated into the internal economic life of every country, in 
which German subjects took up their residence. Before the war, 
the extent of German econ(mic penetration was little known, or 
if known r^iarded with tolerance or indifCerence. Indeed, so 
n^dly was Germany's influence over the econtHnic life of other 
states growing, that in another generation Germany tni^t have 
amquered the world by the arts of peace. However, the war, 
expo^ng as it did the baneful influence of German capital invest- 
ed abroad, has brought about the liquidation of German interests. 
Furthermore, the natitms have resolved that no state of afiairs 
such as was tolerated before the war shall again be possible. 



by Google 



130 INTERNATIONAL COMMERCE 

(i) Porii Resobitiotu and the Baljour Report 

Indeed, the Paris Resolutions state specifically "The Allies 
will devise the measures to be taken jointly or severally £<»* 
preventing enemy subjects from exercising, in their territories, 
certain industries or professions which concern national drfeoae 
or economic independence." "^ 

The Balfour Report is moderate in its recommendaticms; 

"As regards alien interests in the sources of supply within the 
Empire, wc think some government control, which may take vari- 
ous forms according to the circumstances of each case, will be 
necessary in future in respect of a limited niunber of commodi- 
ties of vital military importance. Apart from this limited class 
of cases, we think that it would be unwise to aim at the exclusion 
of foreign (other than present enemy) capital from sharii^ in 
the development of the material resources of the Empire. 

"We recommend that legislative powers should be taken to 
secure: (a) Complete disclosure of the extent of foreign hold- 
ings in any particular case; (b) that mineral and other prop- 
erties are not secured by foreign concerns in order to prevent 
the development of these properties to check competition in the 
supply." 

"We consider that for a period after the war it will be neces- 
sary to impose special restrictions upon the subjects of present 
enemy countries, and this can best be done by stringent permit 
and police regulations. Subject to the last-mentioned safeguards, 
we do not think that it will be necessary or practicable, except 
possibly for a short period in special cases, to attempt to prevent 
present enemy subjects from establishing agencies or holding 
interests in commerciaf or industrial undertakings generally in 
this country. In particular, we think it would be impracticable 
and inexpedient to impose any restrictions or discriminations a> 
regards the use of London credit or of London insurance or re- 
insurance facilities. 

"We state that in our opinion it would not be desirable to 
impose any special restrictions upon the participation of aliens 
generally in commercial and industrial occupations in this coun- 
try. In the limited number of cases in which some restrictions 
or safeguards may be necessary, adequate security can, as a rule, 
be insured by requiring disclosure of the facts. ♦ * * 



* Clause V, Transitory Measures. 
"Cb. IV, On the Supply of Materials. 
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"The registration of title to property should be made com- 
pulsory over the whole of the United Kingdom, and such regis- 
tration should involve a declaration of the nationality of the 
owner or transferee in order to enable the Government to decide 
whether in any particular case national security requires the ex- 
propriation of foreign interests. 

"We recommend that the Board of Trade should have the 
power to make an investigation in the case of any particular 
company in which, on grounds of national safety, control might 
be undesirable, and in which there is prima facie ground for 
suspecting its existence to an undue extent. 

"We think that it would be unwise to enter on a policy of 
checking the establishment or continuance of the agencies or 
branches of foreign banks and insurance companies in this 
country." 

Tile gist of the Balfour Report with respect to the control of 
alien activity is that aliens, the nationals of enemy countries in 
the war, are to be under police regulation but that the basic in- 
ternational character of commerce shall not be afiFected. 

(a) The British Non-ferrous Maat Industry Aa 

This act a{q>roved on Februaiy 6, 1918, like the Imports and 
Exports TempcHaiy C(»trol Bill, is the outcome of the Balfour 
Report Its ptupose is to restrict the activity of enemy aliens 
in the metal industry. Its provisions are as follows: 

"It shall not be lawful for any company, firm, or individual, 
after the expiration of six months from the passing of this act, 
or such longer period as the Board of Trade may allow, to 
carry on the business of winning, extracting, smelting, dressii^f, 
refining, or dealing by way of wholesale trade in metal or metal- 
lic ore to which this act applies, unless licensed to do so by the 
Board of Trade." 

The act does not cover transactions carried on outside the 
United Kingdom, nor such as are incidental to the main busi- 
oesB coDcemed. There are six conditions, defining degrees of 
enemy connection which will justify the refusal of a license. 

"i. That any director of the company, or any partner of the 
firm, or the individual, or any manager, or other principal officer 
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employed by the company, 6nn, or individual, is a person who ta 
or has been a subject of a state which is now at war with Great 
Britain. 

"a. That in case of a company, any capital of the company is 
or was any time after the 12th day of November, 1917, held by 
or on behalf of an enemy, including any stock or shares of a 
company vested in the custodian by virtue of any order made 
under the Trading with the Enemy Acts, 1914-1916. 

"3. That the company, firm, or individual, is or was at any 
time after the 12th day of November, 1917, party to any agree- 
ment, arrangement, or understanding, which enables or enabled 
an enemy to influence the policy or conduct of the business. 

"4. That the company, firm, or individual, is or was at any 
time after the 12th day of November, 1917, interested, directly 
or indirectly, to the extent of one-fifth or more of the capital 
profits or voting power, in any undertaking, whether or not in 
the United Kingdom, engaged in business of a kind to which this 
act applies, in which enemies are also interested, directly or in- 
directly, to the extent of one-fifth or more of the capital profits 
or voting power. 

"5. That the company, firm or individual is by any means what- 
ever subject, directly or indirectly, in the conduct of their or his 
business to enemy influence or association." 

The sixtb [MXtvision covers bearer shares. 

(3) Other Anti-alien Measures 

France is enforcing a law to prevent aliens from disguising 
their identity under fictitious names, whether individual or com- 
pany names. A public roister was established to disclose the 
existmce of direct or indirect foreign influoices in business enter- 
prises. 

It is interesting to ccmtrast the liberal attitude of the FM^rar 
tioD des Industriels et Commer^ants Fran^ toward competi- 
tion of goods made in Germany with its attitude toward enemy 
aliens in France. The Federation is oiq>osed to industrial inva- 
sion and would prohibit all aliens or alien companies from en- 
gaging in important industries or occupations without qteciat 
authorization. This restrictioa ai^lies particularly to industries 
that affect the economic iDdq>endence of France. To insure that 
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any adf-styled FiCDch company shall not be under tonigp coo- 
trcA it is reqaired that all shares be registered in the names of 
the holders.** 

The anti-alicn measures discussed in France propose the estab- 
lishment of a personal register, in which will be listed the names 
and addresses of all the inhabitants of the community, their 
birthplaces, and the names of their parents, and a trade register 
somewhat similar to the perswia] roister. In addition, it has 
been suggested that all storekeepos shall hang in their shops a 
sign stating tbdr name, birthplace, and nationality. Trade reg- 
isters are kept in Germany, Italy, and the neutral countries of 
Eurc^. 

Italy has gme further and enacted a law (June 18, 1917) 
requiring all merchants and manufacturers residing in Italy to 
declare their nationality. Stockholdeis and managers of corpo- 
rations are subject to the same law. Naturalized fordgners must 
state their original nationality, and naturalized Germans must 
produce evidence that they have given up their original Ger- 
man nationality. 

The neutral coimtries of Europe have followed the lead of 
E^^and and France and are restricting by various means the 
ownership and control of k^ industries by aliens. Even in South 
America anti-enemy alien laws have beoi put into effect. The 
Brazilian Government withdrew the authorization for operation ' 
in Brari] of three large German banks, The Deutsche Sudameri- 
kaniscbe Bank, the Deutsche Uberseeische Bank, and the Bra- 
silianscbe Bank fiir Deutscbland. 

(ii) Economic IiUematiortaliim 

A consideration of the nationalistic commercial policies dis- 
cussed above might lead to the bdief that the world is entering 
upon an era in niiich isolation of nations will be carried to an 
extreme. However, indications of such a development are de- 
ceptive. The psychological fruit of the war is an intensified 
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group consdouaoess. The state of war required decisive group 
action, which was possible wily as a result of extensive like- 
miadedness and pas^onate self-sacrifice on the part of the indi- 
viduals constituting the group. The waf may be over, but its 
emotional legacy is still undissipated. The excessive nationalism 
that inured the aft«'-war commercial pr^rams is m«dy the 
back-wash of war. It affects only incidentally the current of 
social devdtqunent which was making for an increased interna- 
tional conadousness. The following sections treat briefly of the 
tendencies toward economic internationalism. 

(a) Some General Principtes 

During the modem era human society has become increa^n^y 
internationalized. The growth of commercial intercourse, inter- 
national finance, the migration of peoples, and communication 
in general have multiplied the rdations between the various na- 
tions and between the citizms of these nations. Indeed, inter- 
national functioning had increased in as many directions by 
man's conquest of matter. The railroad, the steamship, the air- 
plane, telegraph, and cable, telephone and wirdess, have im- 
mensely increased the mobility of international society. Inter- 
nationalism had been growing al<mg two lines, namely, the rec- 
ognition and protection of international interests, and the unifi- 
cation of the laws and of the administraticm of the various 
countries.** 

"The outstanding fact of tonlay is that we are approacbii^ a 
period of national and international organization quite unlike 
anything which has existed in the past, and that at a time when 
the movement for effective popular control, botji over the political 

"Material in this section is based on Lawrence S. Woolf't, 'The 
Framework of a Lasting Peace," and his "International Government" 
and Horace M. Kallen's, "The Structure of L»Gtins Peace" and "The 
League of Nations." Walter Wcyl's "American World PoliciM," 
Ordway Tead'« "The People's Part in Peace." Edward F. Krehbiehl'i 
"Nationalism, War and Society," are suggestive. Charles H. Cooley's 
"Soda! ProceM," and Arthur J. Todd's "Theories of Social Progrew" 
afford a penpcctive for the consideration of economic internationalism. 
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and the economic life of the nation, is rapidly g7owil^[. All this 
was inevitable owing to the development of industrial invention 
on the one side, and a popular education on the other. It required 
the war, however, to awaken people sufficiently out of old habits 
of mind and old ways of doing things to see the new world which 
lay ahead and to adapt themselves to it. It is now no longer a 
question of restoring pre-war conditions. It is rather one of see- 
ing with clear eyes the immense possibilities of well being for the 
human race which can come, after the war is won, from a reso- 
lute combination of democratic institutions with the conduct of 
public affairs in the spirit of the golden rule."" 

Prior to the great war there were an increasing number of 
international conferences and treaties covering industry, trade, 
finance, and migration of peoples, to mention only a few of the 
subjects of negotiation. These isolated agreements were too 
often called forth I^ crises in the relations of states. Mankind 
had learned the value of intonational adjustment in emer- 
gencies. But the war resulted from a maladjustment of eco- 
nomic fwces. There was no established and recognized method 
of rdieving the social strain. Suppressed antagonism between 
nati«)s created cumulative and imvented grievances which cul- 
minated in a cataclysm. One gain from the war, however, is 
that it has empha^zed the value of continuous, conscious intei^ 
national coopCTation. Without the various interallied commis- 
siixis on food, munitions, shifting, and finance, the war might 
not have eadei as it did or at least as soon as it did. On the 
other hand, the blockade of Germany carried the doctrine of 
economic nationalism to the extreme and made possible the vic- 
tory of the Allies and proved the futility of economic isolatitMi as 
a national policy. 

What society needs above all is the conscious development of 
an international organism, elastic, adaptable, and capable of 
growth, a social body embradng all natiros. As in any biological 
organism, the parts of the social organism are differentiated and 
therefore must be mutually interdepmdent. Society now lacks 
a caitral directing mind, which can so order accommodations 
"Some Problems in Democracy and Reconstruction," Round Table, 
Sept, 1917. 
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between its constitueot organs, the nations, as to avoid ccmvul- 
sive readjustment when international rdations become unstable. 

Treaties of peace reflect a set of relations which prevail at a 
given moment. When the relations change, the treaties no longer 
bind.*^* The Eur(q>ean powos have from time to time changed 
their alignment. England and France were once enemies; so 
also were Austria and Germany. Our concept of society should 
be that of a growing, living fvganism, continuously adjusting 
itself to changing conditions, and constantly molding those very 
conditions so as to permit its further existence. There must be 
some social mind to do for society idiat the brain does for the 
individual. 

"Learn by experience or suffer is the rule of life. Is it not ap- 
plicable to nations as well as to individuals? And if so, have not 
nations come to the great crisis in which for them the rule 'Learn 
or perish' will prove inexorable? AU must learn the lesson <^ 
this war." *• 

This is now not the theory of a dass-rotHn sociologist alone. 
Heads of states now appreciate what has long been taught by the 
sociologists, that social progress has been largely unconscious, 
based <»i suBering and calamity, but that progress in the future 
may be directed and quickened by learning the lessons of the 
past 

The principles of a just and sound internationalism were sum- 
marized in President Wilson's address at the Metropolitan Opoa 
House on September 38, 1918: 

"First, the impartial justice meted out must involve no discrimi- 
nation between those to irti(»n we wish to be just and those to 
i^m we do not wish to be just. It must be a justice that plays 
no favorites, and knows no standard but the equal ri^ts of the 
several peoples concerned. 

"Seccmd, no special or separate interest of any single natioa or 
any group of nati(»s can be made the basis of any part of the 

*»S«e Woolf for examples. 

"Viscount Grey, "The League of Nations." 
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settlement which is not consistent mth the common interest of 
aU. 

"Third, there can be no leagues or alliances or q>edal covenants 
and understandings within the general and common family of the 
league of natitns. 

"Fourth, and more spedfically, there can be no special, selfish, 
economic combinations within the league and no employment 
of any fonn of economic boycott or exclusion except as the 
power of economic p^ialty by exdu^on from the markets of the 
worid may be vested in the league of nations itsdf as a means 
<rf discipline and control. 

"Fifth, all international agreements and treaties of every kind 
must be made known in their entirety to the rest of the worid." 

(b) PoUdes 

The league of nations bom at Paris is the embodiment of the 
piind[^es of inten)ati<Mialism which had taken sh^>e in various 
institutions before the war. This section will treat briefly of 
these iostitutioDS, of some of the international commissi(»s cre- 
ated during the war, of the particular pn^msals in commoce and 
finance for international cooperation, and of the League tA Na- 
tions and its [HX^Kised machinery. 

(i) Pre-war Intematiotua Vniom 

a. General 

Before the war there had grown up a group of spedalized pub- 
lic intematiuial unions, designed to afford a means of continuous 
adjustment in the relations between states. They aimed to 
remedy the defect of the treaty system which provided for a 
sin^e adjustment at a given time of a changing set of national 
rdati<»is. Paul A. Reinsch, in his Public International Unions, 
states that "there are in existence 45 public international 
unions composed of States. Of these, 30 are provided with ad- 
Biiuistrative bureaus and commissitms." One type aims to unify 
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natiotuJ admimatration along certain lines. The other does 
more. It attempts to create international gov^nmeDt by bind- 
ing the signatory powers to do or to refrain from doing cerbun 
acts and by creating permanent administrative organs of iDter- 
national govonment. Thirty-three important int£mational bodies 
have been dashed as follows: 

"I. Permanent Deliberative or Legislative Organs Working 
in Conjunction with Administrative Organs. 

I. The Telegraphic Unioa 

3. The Radio-t«Jegraphic UnitHL 

3. The Universal Postal Union. 

4. The Metric Union. 

5. The International Institute of Agriculture. 

6. La Commission P^nitentiaire Internationale. 

7. The Sanitary Councils and Internationa] Office of Public 

Hygiene. 

8. The International Geodetic Association. 

9. The International Seismological Union. 

10. The Pan-American Union, 

11. The Central American Union. 

11. Periodic Confererices in Conjunction with Permanent In- 
ternational Bureaus or OflSces. 

I. Railway Freight Transportation. 
a. Industrial Property. 

3. Literary and Artistic Property. 

4. Pan-American Sanitary Union. 

5. Slave Trade and Liquor Traffic in Africa. 

"III. Conferences and Conventions mth Object of Unifying 
National Laws or Administrations. 

1. Conferences Internationales pour ITJoite Technique des 

Chemins dc Fer. 

2. Automobile Conference. 

3. Latin Monetary Union, 

4. Scandinavian Monetary Union. 

5. Central American Monetary Union. 

6. Conference on Nomenclature of Causes of Death. 

7. Legal Protection of Worktfs. 
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8. Submarine Cables. 

9. Commercial Statistics. 
10. White Slave Traffic 

"IV. Special International Organs of a Permaoent Character. 

I. Sugar Commission. 
3. Opiimi Commission. 

3. Plague Surveillance in China. 

4. International Committee of the Map of the World 

5. Hague Tribunal and Bureau. 

d Central American Court of Justice. 

J. International Bureaus for the Publication of Customs 
Tariffs." 



b. The InteTTiatiofnl Bigh Commission 

A form of international ecotKHnic cooperation irtuch is of pur- 
ticular interest to Americans, is tbe work <^ tbe International 
Hif^ Commisaion, created at the Pan-American Finandal Con- 
ference at Washington, in IQ15. Of&dal representatives of the 
American republics met and formed the International tligti Com- 
mission, with a separate section for each nation, at the head of 
which was to be the member of the cabinet in charge of finances. 
Its work was summarized by John Basaett Moore, the vice- 
chairman of the Commission: 

"The program of the International High Conunission, as laid 
down by the Pan-American Finandal Confo'ence at Washing- 
ton, covered a wide but well consdered range, embracing; (i) 
The establishment of a gold standard of value; <2) bQls of ex- 
diange, commerdal paper, and bills of lading; (3) the uniform 
(a) classification of merchandise, (b) customs regulations, (c) 
consular certificates and invoices, (d) port charges; (4) uniform 
regulations for commerdal travelers; (5) the international pro- 
tection of trademai^, patents, and copyrights; (6) the establish- 
ment of a uniform low rate of postage and the improvement of 
money-order and parcels-post facilities between the American 
countries; and (7) the extension of the process of arbitration for 
dx adjustmoit of commerdal diqnites. 
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"In additkn to these subjects, the Intanaticmal Hi^ Com- 
mission, at its meeting in Buenos Aita, dealt with the exten^CMi 
of hanking facilities and of credits, and the stabilization of oc- 
change; the unification of laws for the {»otection of mercbaot 
creditors; intemational agreements for unifcMm labor legislatiou; 
the unification of nati<Hial t^ulations and policies regarding min- 
eral (hIs ; improved ttan^xntation facilities between the American 
republics; and tdegr^A facilities and rates, including the use of 
wireless ttHeffapby fm c(»nmercial purposes."" 

c. Intematioiul Corporattotu and Trusts ** 

The extent of the intemational [immunity of interest of con- 
sumers becomes evident -wbai one considos that bef(xe the war 
tfane were iDtemational corporations that controlled a number 
of basic raw materials: the metals, aluminum, potassium, zinc, 
nickel, lead, and platinum; chemicals, bcH'az, nitrates and potash, 
petroleum and r^ned products; agricultural machioeiy; and 
heating jq)irfiances. In several instances a commodity is ban- 
died by a world-wide trust, as in the case of platinum and borax. 

Since 1883 an International RaU Syndicate, which fixed prices 
and i«o-rated orders by intemational agreement, has been in 
(^ration. It originally included manufacturers in Great Britain, 
Germany, Belgium, and France. American steel makers joined 
the syndicate in 1905. The Continental Commercial Union is 
the international glass onnbination, which unifies sales policies 
and eliminates competition. In somewhat similar fashion, the 
Icqierial Tobacco Company and the American Tobacco Com- 
pany partitioned the world with respect to tobacco sales. J. and 
P. Coats entered into noo-competiUve sales agreements mth other 
leading thread manufacturers of the wwld. 

d. Intemational Assodatiom in Commerce and Industry 

The identity of interests both of producers and of consomen 
all over the world has resulted in the formation ot intematimal 



* Id an address zt Washington, Dec 30, 1918L 
"L. S. Woolf, quoted above. 
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fedaatims of national bodies, or of Intematlmal grot^ of indi- 
vidusla. In the labor fidd, for instance, there is the latema- 
tional Federation of Trade Unions, founded in 1901. It is com- 
posed of national federations in the various countries. On the 
other hand, there are groups of workers In various countries who 
have directly united in the comnuxi intereA. Such are the 
International Metal Wixlun' Federation, the International Fed- 
eraticKi of Transport Woricers, the Intemational Union of Wood- 
workers, and the Intemational Association to Combat Unem^doy- 
ment The functirais of the second kinds of associations aie, to 
establish trade-union standards all over the world, to regulate im- 
migration of membeis of the international unions, to bring wages 
to a common levd (successful strikes were conducted in England 
to raise labor standards to the German level *'), and to support 
strikes out of a common international fund. The Swedish Gen- 
eral Strike was su^^xnied to the extent of 2,000,000 knmas, 
raised outside oi Sweden. In fields other than labor, associations 
of both types are ccHmnMl. The Baltic and White Sea Confer- 
ence of Shipowners was organized to regulate competition and 
to fix minimum frdg^t traffic. It included shipowners of eleven 
countries and affected two-thirds of their total roistered ton- 
nage sailing these seas. The Intemational Federati<Mi of Cot- 
ten Manufacturers and Spinners, the Intemational Federatitxi 
of Flax and Tow Spinners, and the IntematicHial Congress of 
Qiamb«s of ConaoeTce consist of unions of national bodies. 

The functions or objects of these intemational bodies cover 
a wide range of activities. The unificaticm of the monetary sys- 
tems of limited groups of countries was the aim of the Latin 
American, the Coitral American, and the Scandinavian Mone- 
tary Uniwis. The Metric Unicffl, now including twenty-six coun- 
tries, was formed to [vomote adherence to the international stan- 
dard meter. In 1853 there was initiated, and in 1890 established, 
the Intemational Union for the Publication of Customs Tariffs, 
in which forty countries participated. As a result of its activity, 
the commodities involved in impwt or eiport trade to any extent 
were in 1910 divided into five main classes. A further subdi- 

*L. S. Woolf, "Intemational Govenuncnt," p. 34a 
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visiwi into 185 classes was made, and has been awaiting the end 
of the war to be put into effect. The International Congress 
of Chambers of Ctmimerce reccHsmeoded the establishment of 
an international Bureau of Statistics to bring about the ad(^ 
tion of a nniform scheme of compilati(m and valuation of im- 
ports and eiqwrts. It also recommended the adtqition of a uni- 
form omsular invoice and the enactment of a uniform law of 
checks. 

There are other cases in which naticnis have agreed to limit 
their soverdgnty to secure the advantages of joint action. The 
Sugar Convention of 1902 created a Permanent Sugar Gunmis- 
sion to which fourteen states agreed to surrender the right of 
independent action. They agreed to abolish sugar bounties, to 
tax impmted duty-fed sugars, and to limit the import duty oa 
all sugars. Rus^, and stmie other countries, went even fur- 
ther and agreed to limit the amount of sugar they would export 
during any one year. Hie Intemational Institute of Agricul- 
ture established to collect and publish information concerning 
the agriculture of the world has the unique distinction of having 
continued its work after the outbreak of war and of having re- 
tained the official representatives of enemy countries in confer- 
mce even though the usual pc^tical relations were broken.*** 

(3) ItUemational Ecorumie Cooperation During War Time 

The question of intemational eccnoniic cooperation has been 
treated above (see page 137). We shall give here a summary of 
the woA of the Inter-Allied Maritime Tran^iort Coundl and of 
the larger body of which this is a part, The CtHnmission Inter- 
nationale de Ravitaillement. 

a. Iitter-AUkd afarkime Traruport ComtM'^ 

The dedsicHi to create such a council was reached at the Paris 
Conference of December, igr;, and permanent organization was 

"US. Woolt, "International Govemment" ; H. W. Macrosty, "The 
Trust Movement in British Industry," La Vie ItiterttationaU. 

" Second Annual Report, U. S. Shipping Board, Dec i, 191& 
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effected Mardi 11, 1918. The purpose of the council was to su- 
pervise the general ccmduct of Allied traiisp(»t in order to obtain 
the most effective use of tonnage for the prosecutioa of the war, 
irtiile leaving each nation re^wnsible for the management of the 
tonnag* under its control. With this object the council secured 
the necessary exchange of information and coordinated the policy 
and actim of the Governments of France, Italy, the United 
States, and Great Britain, in adjusting their programs of im- 
ports to the carrying c^iacity of the available Allied tonnage 
(having r^;ard to the naval and military requirements), and in 
making the most advantageous allocation and di^iosititxi of such 
tonnage in accordance with the urgen<7 of war needs. 

The council had at its service a permanent oi^nizaticm con- 
sisting of four sections — French, Italian, American, and British. 
The council obtained through its permanent staff the programs of 
the import requirements fw each of the main classes of essential 
imports, and full statements regarding the tonnage available to 
the req>ective Governments. It examined the import programs 
in relation to the carrying power of the available tonnage to 
ascertain the extent of any deficit and consider the means where- 
by such a deficit may be met, whether by a reducti<Hi in the im- 
port |»ograms, by the acqui^tion, if practicable, of further ton- 
nage for inqxtrting woi^, or by the more economical and co- 
(^wrative use of the tmnage already avdlable. The members 
of the council reported to their Governments with a view to put- 
ting into effect in their reflective countries the decisions of the 
council. 

b. The Conumssion Internationale de Ravka3lement 

This oommissicm which was discussed above (see page 8$) 
acted for the Allies with respect to the formulation of require- 
ments, the signing or approval of contracts for supplies, with due 
regard to questions of competition, supply, tonnage, and finance, 
the fixing of priority of manufacture and shipment, the inflec- 
tion of materials delivered, and the authorization of payments 
on account of the particular AQied government ordering it 
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The ammussun comixised, fiist, rqgeaentarivea of the British 

Government departments; second, rqiresentatives of the Allied 
Govermnents; and third, a British executive staff. 

The requironents of the Allied governments dealt with by the 
cmnmis^on were of two kinds: (i) Direct govenuneot require- 
meiLts for munitifms of war, military and naval equipment, ma- 
terials and machinery for their manufacture by government ar- 
senals, and other materials, such as coal and foodstuffs, insofar 
as they were purchased, controlled, and distributed by an Allied 
government to meet vital national needs; (3) indirect require- 
ments, that is, machinery and materials required by firms in 
Allied countries for the execution of government contracts. 
Where the excess of demand over available sup^dies made the 
avoidance of competitim particularly desir^le, and where ma- 
terials were sufficiently standardized to make such a course prac- 
ticable, joint purchases were negotiated both in Allied and neu- 
tral countries, either throu^ the British Government depart- 
ments, for example, through the Minister of Munitions in the 
case of metals, and throi^ the War Office in the case of wool, 
military equqnnent, etc, or through the spedaX inter-Allied 
bodies iriiidi existed for that purpose, such as the Wheat Execu- 
tive.'* 

c The Supreme Economic CoumM 

Far the purpose of handling economic questions during the 
period of the armistice, the Suprraoe War CoudcQ, in discussing 
terms of renewal of the armistice, voted to establish a Supreme 
Economic Council. The official communication reads: 

"The following resolution, proposed by President Wilson, was 
approved : 

" 'First. Under present conditions, many questions not primarily 
of military character, which are arising daily and which are bound 
to become of increasing importance as time passes, should be 
dealt with on behalf of the United States and the Allies by civilian 
representatives of these governments experienced in such ques- 
tions — finance, food, blockade control, dipping and raw mate- 
rials. 

'Britith Beard of Trade Joamai. May i<it 191& 
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"'Second. To accomplish this there shall be constituted at 
Paris a Supreme Economic Council to deal with such matters for 
the period of the armistice. The Council shall absorb or replace 
all such other existing' inter-Allied bodies and their powers, as it 
may determine from time to time. The Economic Council shall 
consist of not more than five representatives of each interested 
government. 

" 'Third. There shall be added to the present international per- 
manent armistice commission, two civilian representatives of each 
government, who shall consult with the Allied high command, but 
who majr report direct to the Supreme Economic Council."'* 

d. Intematiomil Labor Legi^ion 

The International Associatimi tor Labor Le^alation vas 
formed in 1905, with the object of raising labor standards to a 
unifonn level, particularly with regard to the dimination of oc- 
cupatitmal disease and the establishing of social insurance. The 
peace negotiations have provided an opportunity fw incorporat- 
ing the assodaticffl's program in the final terms of the settle- 
ment. As an indication of what labor expects, it is interesting 
to consider the program of the International Trade Unitm Con- 
ference at Berne, October, 1917. The Inter-Allied Labor Confer- 
ence, which met in London, accepted the same platform. The 
provisions are ^ven herewith.'* 

"i. Freedom of Travel. The enactment of pndiibiUon oi 
emigration shall not be permissible. The enactment of general 
pndiibitions of immigration shall not be pennissible [except tra- 
der specifically limited cmiditions] . 

"3. Right of Coalition. Complete and unqualified right of 
all workers under all conditions to organize in every countiy is 
demanded. 

"3. Sodal Insurance. States which are party to the peace 
treaty are asked to obligate themselves to institute sodal insur- 
ance at the earliest possible date. 

"4. Hours of Labor. A maximum <tf 10 hours of work a day 

" AtJociaUd Prtst, Paris, Feb. 8, 1919. 

'^MontMy Revine, U. S. Bureau Labor Statistics, March, 1918, pp. 
173-9. Cp. Labor clauses in peace treat)', 



zecbvGoOgIc 



146 INTERNATIONAL COMMERCE 

and of 8 hours in certain industries is demanded with defined 
restricti(Mis on Sunday and night work. 

"5. Hygiene. The several states are asked to work more rap- 
idly, along lines already apeed upon, to eliminate industrial 



"6. Home Work. The several states are asked to allow home 
wwk only under carefully fffescribed limitations. 

"7. Protection of Child and Woman Labcff. The adc^tion of 
uniform restrictions iqxm the working hours and ccsiditinis of 
emfdoyment of children and women is demanded. 

"8. Enforcement of Labor Legislation. Provisions are urged 
which shall assure dfective enf<vcement of existing legisUtion. 

"9. The International Association for Labor Legislati<Mi shall 
aq}licitly be recognized in the peace treaty as the medium for 
the promotion and enforcement of lntemati(Hial protective labor 
le^lation." 

(3) Proposed International Commbsionj After the War 

Sh(»t of a league of nations, there have been various proposals, 
official and unofficial, looking to greater international coopoation 
in seme q>edfic directicRi. The Balfour Report recommended 
(Ch. Ill, c.) "that in wder to secure common acti(» among the 
Allies after the war, the British Government should consider, in 
ccHisultation with the Allied Governments, the expediency of es- 
tablishii^ a joint organization upon lines ^milar to those of the 
C(»mnissicm Internationale de RavitaillemenL This [xtqxised in- 
temati(Hial coganization would deal with the orders of the Allied 
Governments for reoHistruction purposes and irith such [»ivate 
orders as th^ may find it e]q>edieDt to centralize." 

Of similar tenor is the suggestion of Arthur Greenwood." "I 
would suggest that paralld with the Peace Congress there shoald 
be an intemationa! ecmomic commission, charged with fcHiiiu- 
lating an economic policy for facilitating the reatoiatim of Inter- 
naticMial economic relatitms in the reconstruction of the world's 

""The Reorganization of Indnitry, Rusldn College Conference, 
191^" paper on How Readjustment May Be Facilitated After the Wari 
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economic system. Such a commissioD should be as vriddy rep- 
resentative as the Peace Omgress itself. It would be a great gain 
if this body were given a pennanent esstence." 

A proposal for iotemational cooperatioa on tariff ad m i ni stra- 
tion was set forth by W. S. Culbertson, of the United States 
Tariff CtMnmission," who says that the Peace Conference "should 
provide' f(w the establishment of a permanent international tariff 
commisaon. In the past when bargaining between nations failed 
to remove discriminations, trade war was the last resort and it 
usually failed. No organization existed which could act as an ar- 
biter and which was into^ted in the international aspect of the 
discrimination. But we have come to see that not only the na- 
tions directly involved, but every otha nation in the world, is 
interested in the amicable adjustment of tariff difficulties. An 
international tariff commission, if it were merdy a clearing house 
of informatitm, woidd justify its existence. It mi^t in additim 
be ^ven power to investigate discriminations, <»* it mi(^t be 
as»gned the duty of carrying out a plan agreed upon at an intei^ 
national ainference. Certainly the world needs an organization 
which will take up differences when ordinary bargaining methods 
fail, and which will pn^x>se a solutlcKi before the differences lead 
to hatred and hostility." 

Using as a i»:ecedent the International Gold Clearance Fund 
set up for the countries of Nnth and South America, upcn the 
rectHnmendation of Messrs. Archibald Kains and Paul M. War^ 
burg, the late David Lubin proposed an International Reserve 
Board, wludi "could, first of all, act as an international clearing 
house; it could regulate the ebb and Sow of gold; it could super- 
vise the factors that go to determine the rates of interest and ex- 
change rates; it could perform along international lines essential 
functions now performed on national lines by the Federal Re- 
serve Board, and it could render such other services toward the 
end in view as might be assigned to it. 

"More than that, the exigencies of the new conditions may 
warrant the issuance of intematitmal gold notes, said notes to be 
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issued under the auspices of the prcqx)sed International Reserve 
Board, and to be guaranteed by the joint security of the Allied 
countries. They should be legal tender at their face value for all 
gold payments in the Allied countries." 

Reccmnieodations for intematitmal cooperation are not caa- 
Sned to the Allied powers alme. The Mtindum Neueste Nach- 
richten recommends " that "a commercial league of nations be 
established at the end of the war paralld to the political league 
of nations. The Brussds Sugar Convention of 1902 shows that 
an international understanding can be made effectual to avoid 
the questionable morality, under which various countries have 
beoi guilty of favoring their exporters at the expense of domestic 
consumer. If we substitute for sugar all commodities, we would 
have a scheme for the rational exchange of goods among the 
various countries." 



(4) Umied Leagues vs. a League of All Nations 

During the war, when the defeat of Gecinany was in doubt, 
there were a variety of schemes for a limited league of nations. 
Both the flarl of Curzon and Lord Robert Cedl advocated that 
the league of nations fighting Germany be continued as a per- 
manent cHganization and that Germany should not be admitted 
untU she was compelled to aband(»i her dream of world power. 
Such a scheme of course contemplated two leagues of hostile 
powers. There have also been suggestions of an Anglo-American 
Entaite. But even after Germany was completely defeated, 
Qemenceau still continued to plead for the old-fashioned alliance 
of nations, which would presnre the balance of power. The 
^>ecial treaty with France partakes of this character, llie value 
of a lunlted league is protective, not creative; negative, not posi- 
tive. It substitutes a new balance of power for the old. Its 
doctrine is that of force and not of justice. On the same day 
that Mr. Qemenceau advocated the new balance of power, Pres- 
ident Wilson enunciated unoHnpnxni^n^ his cuiception (rf a 
league of nations. 

"July s, 1918. 
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It is very interesting to me to observe how from every quarter, 
from every sort of mind, from every concert of counsel, there 
comes the suggestion that there must now be, not a balance of 
power, not one powerful group of nations set up against another, 
but a single overwhelming, powerful group of nations who shall 
be the trustees of the peace of the world. 

"Our thought was always that the key to the peace was the 
guarantee of the peace, not the items of it. . , . The items would 
be worthless unless there stood back of them a permanent concert 
of power for their maintenance. 

"When this war began, the thought of a League of Nations was 
indulgently considered as the interesting thoi^ht of closeted stu- 
dents. . . . Now we find the practical leading minds of the world 
determined to get it." " 

"If the future had nothing for us but a new attempt to keep 
the world at a right poise by a balance of power the United States 
would take no interest, because she will join no combination of 
power which is not a combination of all of us. She is not inter- 
ested merely in the peace of Europe, but in the peace of the 
world." ■ 

Viscount Grey in his statement on the league of nations is 
equally insistent on a league which will embrace all nations, great 
or small: 

"The condition essential to the foundation of the League of 
Nations is that the Governments and peoples of the states willing 
to found it understand clearly that it will impose some limitations 
upon the national action of each, and may entail some inconven- 
ient obligation. Smaller and weaker nations will have rights that 
must be respected and upheld by the league. Stranger nations 
must forego the right to make their interests prevail against the 
weaker by force, and all states must forego the right in any dis- 
pute to resort to force before other methods of settlement by 
conference, conciliation, or if need be arbitration, have been tried. 
This is the limitation. The obligation is that if any nation will 
not observe this limitation upon its national actions, if tt breaks 
the agreement which is the basis of the league, rejects all peaceful 
methods of settlement, and resorts to force against another na- 
tion, they must one and all use their combined force against it 

"The economic pressure that such a league could use would in 



"Guildhall Address, Dec. aS, 1918. 
"Mancbester Address, Dec 3a, 1918. 
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itself be v«ry powerful, and the action of some of the smaller 
states composii^ the league could not perhaps go beyond the eco- 
nomic pressure, but those states that have the power must be 
ready to use all the force, economic, military, or naval, they 
possess. It must be dearly understood and accepted that deflec- 
tion from or violation of the agreement by one or more states 
does not absolve alt or any of the others from the obligation to 
enforce the agreement."" 

One of the most vignoua and damagiag cqqxpae&ts of tlie lim- 
ited league of nations is Mr. Heodnson, the British Labor 
Party's leader, idu> depicts a world divided into two liOBtlle 



"If the si^gested Federation of Nations is to have any pros- 
pect of real and permanent success, and if the present struggle is 
to be looked back upon as the war which ended all war, every- 
thing must be done to prevent the division of Europe into two 
separate and hostile economic camps after the war. It may safely 
be said that the latter eventuality would be fatal to all our hopes 
of a permanent peace, and a great betrayal of a righteous and 
noble cause. Instead of securing the abolition of war, it would 
perpetuate international suspicion, jealousy, and greed, the evil 
products of economic antagonisms which contributed so largely to 
the general causes of the present European conflict, and would, 
within a few short years, lead inevitably to a bitter and devastat- 
ing repetition of all the losses, sorrow, suffering, and sacrifice 
mankind is now enduring." " 

(S) The Economic Organization of Intematioiul Covenmeiu** 

When the league of nations is established, it is hardly likdy 
that a single body will be able to 'administer all its afFairs. The 
interests of people within the state are not primarily local or 
geographical, but rather nation-wide and occupational. So also, 
internationally, the interests between two citizens in different 
countries are often closer than those between two dtizens of the 

" "The League of Nations," by Viscount Grey of Falloden. 

""Labor's After- War Economic Policy," Rt. Hon. Arthur Hendcr- 
lon, M. P. 

■L. S. WooH, "International Government"; H. M. Kallen, The 
League of Nations"; Ordway Tead, "The People's Part in Peace." 



by Google 



AND RECONSTRUCTION 151 

same countiy. To correspond to the intematimal omunimiQr of 
interest at producers or consumes, iBtemational govenment irill 
have to be administered not by a single body, lAose business it 
would be merdy to keep the peace, but t^ a series of interna- 
tional commissions with specialized functions in the fidds of 
labor, commerce, finance, mails, patents, etc. Tliere mig^t, for 
instance, be an international conunis^on on raw materials, which 
would concern itself with their producticHi and equitable dis- 
tribution. A similar international commissicm on food might be 
created. Another body to deal with iBtemati(»ial labor [xob- 
lems, questiiHis of immigration, labor standards, and social in- 
surance, should be set up. Transportation aa land and sea and 
the joint utilization of ports, harbors, and rivers, would have to 
receive attention. It would be necessary to keep open, maintain, 
and police avenues of transportation by land, water, and perfa^is 
air. Questi(Hi3 of traffic rules and routes, the regulation of rates, 
the liearing of disputes, and the international control of canalft 
or straits, would be subjects for consideration hy the interna^ 
tional commission on transportatim. Other commis^ons mi^ 
handle questions of international trade, investments, and finance. 
As in the case of international bodies already in existence the 
projected commissions may be organized in one of two ways. 
Either each national section of the international c(Hnmission may 
rq)reseat the interests of the particular state in labor, transpor- 
tation, production, and consumption of goods, or dse the parUc* 
ular interests in all the states may send th^ delegates directly 
to the iDteniati(Hial commtssim without choosing any intenne- 
diaty rqireseotative for the state. 

(c) The SpMtua Lessons of the War 

It might seem out of place in an economic discussion to coo- 
sder other than economic [diases of the victory. But truly, vic- 
tory has its pitfalls. A vindictive peace is a boomerang. Ger- 
many suffered from her triumph over Austria and over France, 
As a result of her military success, and of the unjust terms (A the 
peace she forced on France, she perpetuated the causes of war 
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and lost the real fruits of the victory. The danger of a success- 
ful war is the growth of airogance and intderance. Japan to- 
day, as a result of her victtvies ovec China and Russia, is ei- 
hibiting the same nati(»ial psychology that led to the downfall 
of Germany. To the victorious Allies, one of the impwtant les- 
sons of post wars should be the value ot a wise moderation, 
throu^ the ezerdse of which alime a healing peace can be 
effected. 

Defeat has its compensations. The victim of wantim aggres- 
sion has the sympathy and finally the auiqKMt of the worid. The 
world yrept and bled with injured France. The policy of selfish- 
ness reacts upcm the perpetrator. The world may conceivably 
we^ and bleed tor a wronged Germany which has been chas-' 
taied by defeat. Truly the me^ will inherit the earth. As 
Horace says, "Ctmquered Greece took the fierce victor captive." 

The war and the victory illustrate as do few great events in 
recent history the conflict between the ideals of power and the 
ideals of service. Germany's influrace for good upon the world, 
which bdote the war was undeniably great, was the result not of 
her might but of the service of her scientists, her social wmkers, 
and her artists. If there is one synonym for the intnnationalism 
that has come in the past century to bhid the worid, that syn- 
oaym is service. And because national ^voblems are no longer 
parochial, because all problems are ynxld i»obIems, the ideals 
of the service of nations to each other will have to be ooosdously 
emi^iasized. To-day, as in andent times, and indeed In all 
times, a nation's influence wOl be tdt "not l^ mi^t, not by 
power, but hy the qiiriL" 
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CHAPTER III 
GKEAT BRITAIN » 

Tliis chapter will be divided into four sections, devoted to the 
facts oxKenuiig Great Britain's trade, policies in trade promo- 
ticm, p(^des in trade regulation, and a summaiy of the Balfour 
Rqxjrt on Cnnmerdal and Industrial Policy after the War. 

A. Tie Pacts CoticemtHg Brithh Trade 

The outstanding effect of the war on Great Britain's trade is 
that the adveise balance of trade greatly increased during the 
war. That is, Great Britain^ imports increasingly exceeded her 
exports throughout the war. This was due not only to an in- 
crease in the volume of imports, but in a large degree also to the 
rise in the [»1ces of coounodities. The elements in the invisible 
balance of trade, such as interest and dividends, shipping fees, 
brokerage and insurance charges, and bankers' and brokers' com- 
missions, an diese sources of inonne were insufficient to enable 
GreaX Britain to c^set the eicess of imports over eiqwrts. Spe- 
dfic trade currents and trade in ^>ecific ccnnmodities were pro- 
foundly affected. Trade with nearby countries, particularly tlw 
Allies, greatly increased, whereas trade with distant countries 
ether ronuned stationary tx declined. Exports to Europe in- 
creased and exports to n(Hi-European countries decreased. Im- 
pwts from European countries decreased and imports from non- 
European countries increased. In the main, Great Britain bou^t 
fnsn financially strong countries and sold to financially weak 
ones. 

'The commerce of ipecific comitriei has been treated above tnaofar 
as the cbangci in trade and tbe policiea proposed illustrated the gen- 
eral principles tbat were outlined at the time. The following chapter) 
present material primarily for the purpose of illustrating develop- 
ment! in the ipeofic countries. 

IS3 
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(i) The Balance of Trade 
Hie imports of Gnat Britain rose boax £'j6S,ooo,ooo in 1913, 
to ii^30,8oo in 1918, while the exports rNnained practirally 
omstanL The resulting excess of imports over exports rose frtxn 
£343,000,000 in 1913, to £833^00,000 in 1918. The following 
table shows the changes by years (figures in thousand pounds 
staling; 000 omitted): 
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During the war years, 1914-1918, the excess of imports over 
exports aggregated about £3,500,000,000, or ap[HOximatdy 
f 1 3, 1 00,000,000. 

The rapid growth of British imports, the practically stationary 
character of eq»rts, and the ctmsequent sharp increase in the 
adverse trade balance, are shown in the following table of month- 
ly returns for 1916 and 1918: 

FoBEiOK Tkade of Gbeat Butmm by Uontbs, 1916 akd 1918. 
[Figures io milium poundi; 000,000 omitted.) 
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Hie manner in irtiich Great Britain settled for her impwts be- 
kngs properiy to a discussion of foreign exchange. Suffice it to 
say that before the var she received annually, as an t^set to her 
advttse cmnmodi^ trade balance, interest and dividends amount- 
ing to £200,000,000, shij^Mng fees amounting to £100,000,000, 
and bnrfcerage and insurance charges amounting to £30,000,000.* 

As a result of the war, her holdings of fordgn securities were 
liquidated to considerable ext^it, and h^ income from interest 
and dividends correspoadingly reduced. Despite the loss in ton- 
nage as a result of submarine activity, her income from shipiHng 
{Knbably increased. Bankers' and brokers' commissions likewise 
decreased and insurance fees probably rose. 

To offset the trade balance during the war years, Great Britain 
first sold her holdings of foreign securities, shipped gold (about 
$1,000,000,000), raised loans in the open markets of the United 
States and J^ian, received government advances from the 
United States, and entered into special arrangements with neu- 
trals, like Argentina, to finance British imports from them for 
a shcvt term of years. 

(ii) The Effect of Increased Prices 

The index number of commodity prios rose over 100 per cent 
in Great Britain. Sauerbeck's number, the Economist's index, 
and the Board of Trade figures, all point to the same result. The 
Londtm Statist* analyzes the effect of rising prices on values 
by giving figures of imports and exports both at the pre-war 
prices and at the actual higher prices. The analysis shows that 
the total imports ia 1916, in volume, were 14.7 per cent smaller 
than in 1913, but that prices were 44.7 per cent higher. Simi- 
larly the exports were, in volume, 37.7 per cent less in 1916 than 
in 1913, but woe sold at prices 33.3 per cent higher than in 
1913, so that the value of 1916 eq»rts was only 3.6 per coit 
ktwer than in 1913. 

The following cinnparison for the years 1913 and I9r6 for a 

"The Biitineu oE Finance," Hartley Withers, E. P. Dutton & Co, 
191& 

' Tkt Amerietu, Feb., 1917. 
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few commodities will illustrate the dual influcBcq of piice and 
volume cm the value of imports: 
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The following table shows the volume of trade ior the yean 
1913 and 1916 at the [vices [vevailing during each year, and 
irtiat it would have been in 1916 at 1913 prices: 

BunsB Traiw at Acttcal and Adjdstxd Psicn. 



[FigurML 










AttctiulpctnllDCptkc. 


Atimpric 




leu 


■ei6 


■gi6 




3.&*S 
S47 

T.017 
1,110 


4,745 
4S5 
a,S3o 

T.760 
a,ai5 


3.»7S 






i,8te 




S.SSO 









A{^>arently, the [Aysical v<dume of trade in 1916 was less 
than in 1913. It was tmly the rise in prices that made the money 
value tA 1916 trade exceed that of tgtj. 

(iii) Chattges «n Trade Cyrrents 
The general question of changes in trade currents Is treated 
above ia the section 00 the Effects of the War, where the effect 
on England's trade b shown (see p. 70). A few additi<»ial 
features will be pranted out here. Imports from Continental 
Europe decreased greatly, particulariy from Britain's allies. How- 
ever, there was more than a counterbalancing increase of imports 
from countries then neutral and from the inactive Allies, as well 
as from the British Dominions. On the other band, eqiorta to 
Britain's European allies mcH« than doubled, whereas ezpwts to 
the British Dominions, to the inactive Allies, and to neutrals, 
decreased. 
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AMALms or teb T^adk or Gxxat Butux. 
[RfuKi in mfllioD pounds; 000,000 omitted.] 
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In otber words, Gnat Britain pmchased fiun and became in- 
debted to financially sound powers but sold to and became the 
creditcH' of the financially weak ones. 

Great Britain's transshipment trade was severeiy cortailed 
as a result of the submarine campaign. Unto the end of 1916 
the decline in the value of exports of ftxcign and colonial pro- 
ducts was sli^t, hardly 10 per cent below 1913, but in 1917, 
the value of trans8bi[f>ed goods declined to about 70 per cent of 
the pre-war figure and in 1918 to about 38 per cent The sub- 
marine campaign broke up, tempcvarily at least, the business of 
Great Britain as the inteniational jobber of merchandise. The 
<fficial figures fc^ow: 

^B 'Biaota or Coumui, and Foieios Uxuxammb. 

Yeu Value Year Value 

191J £iog,575,ax> 1916 £97,566,000 

»9>4 9S.474.ooo 1917 69,677tOOO 

191S 09,o6t,ooo igtS 30,956,000 



However, the British Col(Hues were benefited to the extent that 
their direct trade with neighbcMing countries grew voy ocosid- 
erably. 

(iv) Ckat^et m the Charaaer of Exportt and Imports 

As a restdt eS the war, the character of the foreign commerce 
of Great Britain changed. Some of the changes are purely ton- 
ptvaiy and resulted from the conduct of the war. A cmnparison 
of the year 1913 with 1918 shows that the in^)(»ts of food .and 
drink almost doubled, raw materials increased 60 per cent, and 
articles wholly manufactured almost 50 per cent. On the otber 
hand, eiports show the opposite tendency. Foods declined 60 
per cent, raw matoials about 15 per cent, manufactured articles 
about » per cent. Figures showing the foreign trade of Great 
Britain iot the calendar years 1913, 1916, and 1918 are given 
bnewilh. 
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FoixioN Trade by Cokkodiuk. 
[I'iguna in tbouauxl pounds; ooo omitted.l 
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Or in tenns of total imports, foods increased, but raw mate- 
rials and particularly manufactures decreased in importance. In 
per cent of total expmls, manufactures increased, but raw ma- 
terials and particularly food decreased in importance. 

Some of the changes, howevo', are of a more permanent na- 
ture. This is particulariy true of the imports of cmnmodities 
formerly obtained from the Teutonic powers. As a result of the 
war, the dye industry was built up, so that Great Britain in 
future need no Itmger import 80 per cent of her aniline dyes. 
Tungsten and spelter, glass and chemicals, machinery and tools, 
and electrical goods, will no longer figure so largely as items of 
import as they did before the war. Indeed, Great Britain will 
[Rt>bably e:q>ort these commodities as a re^lt of the devdqp* 
ment of the domestic industry in these various fields. 



(v) The Control of Exports 

The trade figures ^ven above reflect a centred of impwts and 
exports. 

"As soon as the war had been declared in August, 1914, it be- 
came necessary in the national interests to control the export 
trade of the country in order (i) to prevent goods reaching the 
enemy which were of importance in connection with the war, and 
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(3) to conserve within the realm such supplies of goods as were 
essential for some requirements either for the prosecution of the 
war, or for domestic purposes of the nation. Simultaneously with 
the declaration of war, proclamations were issued prohibitii^ the 
export of various descriptions of goods. Applications for licenses 
to export any of the goods appearing in these proclamations to 
persons other than Allied Governments were dealt with by an 
inter-departmental committee called the Committee on Trade with 
the Enemy. 

"In order that due regard might be pud to all considerations 
involved in the export of goods, subject to any prohibition, a 
committee, the main licensing committee, was formed of repre- 
sentatives of the principal government departments affected. The 
organizations involved are: 

"(i) About 20 committees whose duty it is to consider appli- 
cations for licenses. 

"(3) The War Trade Intelligence Department collects infor- 
mation as to the character and course of business of consignees 
in neutral countries. 

"(3) The War Trade Sutistical Department collects informa- 
tion with regard to the quantities of goods imported into north- 
em neutral countries contiguous to the enemy, with a view to 
insuring that while due regard is paid to their necessities, no mar- 
gin is available for export to enemy countries. 

"An application may be a general license to make a series of 
shipments of similar goods to the same consignee or to various 
consignees over a limited period, or it may be for a license to 
export a specific quantity of goods to one consignee. The com- 
mittee have to take into consideration many factors, the question 
of home supplies of the goods; the danger of goods reaching 
enemy destination; the quantity which under various rationing 
agreements may be allowed to be exported to particular destina- 
tions; whether in particular cases die application is duly sap* 
ported by a British minister or consul, in the country of destina- 
tion. * * * The exigencies of tonnage in connection with the war 
and the effect of submarine operations have led to drastic changes 
and the department applies itself to the problem of how export, 
transshipment, or reexport can be allowed with due regard to 
the conservation of tonnage. It therefore keeps in toiich with the 
Ministry of Shipping and the Department of Import Restrictions. 

"About 16,000 to 18,000 applications were dealt with weekly."* 

'Board of Trait lournal, Sept, 1918. 
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B. Policks Proposed 

The war has jolted England out of her portion of ecoDomic 
ease and security. A study of pre-war conditions, a comparism 
ol the more rapid progress of Germany, and a knowledge of the 
disorganizing effects of the war en trade has set England astir. 
The Board of Trade, which corresponds to the Departmoit ot 
Coomierce in the XJnited States, ^pointed t^dal committees to 
investigate trade conditions and to recommend courses of acticn. 
Unofficial bodies also studied questions of trade and published 
their findings. Policies advocated may be classified into two 
groi^ those to prtxnote trade, and those to regulate trade. 

(i) Trade Promotion 

Several kinds of trade-promotion policies are advocated. The 
reports of committees of the various industries, appointed by the 
Board of Trade, indicate the growing pt^ularity of coopeiaticm 
among manufacturers in the same industry to pit»note exports. 
Several private companies were formed by manufacturoa in dif- 
ferent industries to develc^ foreign trade in ^neral or in a pai^ 
ticular territ<My. The government reoi^^anized the Board of 
Trade and created a new Department of Qxnmerdal Intelligence 
tat the purpose of extending the facilities of the Govnnment to 
merdiants seeking increased business abroad. 

(a) CoSperathn of Industries to Promote E:^orts 

"The President of the Board of Trade appointed a depart- 
mental committee to consider the probable position of various 
branches of British industry after the war, especially in relation 
to international competition, and to report what measures, if 
any, arc necessary in order to safeguard that position. The aim 
is to obtain for manufacturers and others engaged in trade a 
statement of (i) conditions immediately after the war, especially 
for overseas markets, (2) the action to be taken by the Gov- 
emment to recover ground lost during the war, and to strengthen 
this position."* 

* Brtiith Board of Trait Journal, Jan. 3, 1918;, 
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The repeals cover the organizaticm of industry, the supfdy of 
raw materials, facilities for finandng trade, tecboical training 
and aiifventiceship, patent designs and trademarira, commercial 
intelligrace, and co^>«^tion to [KtMDote e^x»ts. In this section 
ve shall cmsider only the last. 



(i) Iron and Sted Industry 

The committee recommends "that the iron and steel manufac- 
turers should associate themselves for the purposes of export trade 
and should form common selling organizations by the extension 
and consolidation of associations which already exist. The vari- 
ous products are well defined and their export distribution should 
be controlled by associations of manufacturers concerned in their 
production. The committee recommend an organization divided 
into groups, each dealing with specific products. 

"The committee are of the opinion that these associations should 
be voluntary rather than imposed compulsorily; but are at the 
same time aware that their success depends upon the adherence 
of the majority of makers. They believe that this adherence 
would be readily given if the several manufacturers were offi- 
cially recommended by the Government to coordinate their efforts 
in the manner proposed. Hie committee would recommend that 
legislation should be introduced if necessary to give legal sanc- 
tion or remove legal objections to such associations. 

"In order that the details of the proposed scheme may be 
worked out, the committee urge that meetings under the auspices 
of the Board of Trade of the manufacturers of the several prod- 
ucts should be called forthwith, and that reports should be pre- 
sented by each group as to the lines upon which such associations 
might work." 

(3) Bn^aeermg Trades 

"In the United States such ctHObinations as a rule seem to take 
the form of amalgamations. In Germany trade combinations 
take the form of the well known cartels. In the case of both 
countries the object aimed at is, especially by supporting ex- 
perimental investigations and scientific departments, to coordinate 
production, to promote etliciency, to eliminate waste, to push home 
trade, to facilitate export trade, and to unify sellir^ arrange- 
ments. In both of these countries the ideal at which trade can- 
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binatioiis aim is the maximum of productioa at tlie minimum of 
cost. Apparently we had in thia country before the war few 
combinations having for their objects the coordination of pro- 
duction, the pushing of trade, the elimination of waste, the facili- 
tating of export trade, or joint selling arrangements." 



<3) ShipMldmg and Maine Enpneermg 

"The tendency of the world appears to be in the direction of 
larger economic organizations, a tendency manifest in shippii^ 
as in steel making; and, unless analogous steps are taken by ship- 
builders and marine engineers to meet the new situation, it is to 
be feared that the industries may suffer needlessly to the detri- 
ment of the nation. Whilst individualism has been of inestimable 
advantage in the past, there is reason to fear that individualism 
by itself may fail to meet the competition of the future in ship- 
building and marine ei^neering, as it has failed to meet it in 
other industries. 

"We are convinced that the future of the nation depends to a 
large extent on increased cooperation in its greatest industries 
severally, whether they t>e shipbuilding, marine engineering, ship- 
ping, or steel making, and also amongst them collectively; and 
that the best results can only follow from an understanding which 
whilst recognizing the essential needs of each, will make for 
mutual cooperation wherever necessary in the interests of the 
Empire as a whole. 

"On these grounds we would urge on our colleagues in the 
industries the paramount necessity of taking steps towards a 
closer organization than has hitherto existed — an organizatioa 
rendered the more immediately pressing fay the imminent growth 
of foreign competition on a large scale." 

(4) Electfical Trades 

If electrical factories, which are unquestionably necessary on 
national considerations, are to be maintained in a state of effi- 
ciency, steps must be taken at the earliest possible moment to 
deal with the problem. A sound and permanent industry can be 
established not only to supply the home market, but to secure a 
much greater production of the overseas trade of the world. This 
can be done either by amalgamation among the companies engaged 
in the industry or fay the development of the practice of associ- 
ation for common purposes. In whichever direction action be 
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taken, the committee is convinced of the need for reform. Only 
by the creation of strong combinations will it be possible for 
Great Britain to - compete with the great foreig^n corporations, 
which not only manufacture, but undertake comprehensive con- 
tracts, make powerful financial alliances, and thus exert in every 
direction greater influence than is possible in the case of any in- 
dividual firm." 

(5) TextSe Tribes 

"We urge that every effort should be made by exporters In this 
country either on their own account, or in cooperation with mer- 
chants on the spot, to secure and retain after the war as great 
a proportion as pos^ble of the legitimate business formerly han- 
dled by German distributing houses. The present time offers an 
excellent opportunity. In Hongkong and Singapore the German 
houses have been dosed and placed in liquidation, and in China 
and South Africa they have lost ground considerably. In these 
circumstances it seems to be desirable that British merchants 
should either open branches in these markets, or cooperate more 
closely with existing houses on the spot, or finance young and 
energetic men with knowledge of the markets and encourage them 
to open businesses on their own account" 



(6) Silk, Lace tmd Sosiay 

"^e are told that at least ten representatives of Nottingham 
bouses visit South America each year, and each carries a similar 
range of samples. The result is that the cost of traveling and 
incidental expenses is out of all proportion to the value of the 
trade done, and it is obvious that individual effort of this kind 
must be at a considerable disadvantage in competing in overseas 
markets with German or American selling combines. It seems 
to us that the remedy lies in some form of combined representa- 
tion or cooperative selling, having for its object not only the 
reduction of marketing expenses, but also the systematic work- 
ing of old markets and the exploitation of new fields, which it 
would otherwise be impossible for individual firms in a small in- 
dustry to undertake. To effect this, British distributors should 
be prepared to sink some of their intense individualism in com- 
bined action, overcome their tendency to narrowness and jeal- 
ousy, and look more to the interests of their respective indus- 
tries as a whole than they have hitherto done, making sure that 
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^e larger and more prosperous an industry is, the more oppor- 
tunities there will be for individuals."' 

(b) New Trade Corporations 

Several organizations were formed to foster trade in graeral, 
to look after the interests of the cooperating firms all over the 
world, and to aid British commerce in specific quartns of the 
{^obe. 

(i) The British Commonwealth Union 

The British Commonwealth Union is a new organization to ad- 
vance the foreign-trade interests of British merchants. Lord 
Balfour is one of the trtistees. According to a circular sent to 
the leading firms in the United KingdtHn, 

1. "The general policy of the British Commonwealth Union is — 

a. To promote legislation for the advancement of industry and 
commerce. 

b. To support or oppose measures affecting the material wel- 
fare of the country. 

For these purposes: (a) Td organize and coordinate aD the 
business interests of the nation; (b) to secure the cooperation of 
employers and labor. 

2. The policy of the State in relation to industry and commerce 
after the war should be to afford the maximum of assistance in 
their maintenance and to interfere as little as possible with their 
control. 

3. This policy can best be realized by: (a) imperial prefer- 
ence; (b) restriction of the importation of manufactured articles 
of enemy origin ; (c) establishment and maintenance under wholly 
British control of essential key industries; (d) complete power 
of tariff bargaining; (e) organization of the raw materials with- 
in the Empire for the benefit primarily of its component parts; 
(f) action on the lines of the Paris Economic Conference; (g) 
strict naturalization laws; (h) encouragement of scientific and 
technical research by allowances in taxation or by direct Gov- 
ernment aid; (i) organization and maintenance of an efficient 
diplomatic and consular service; (j) development of home re- 



* Board of Trade lournal, Feb. 14, 1918. 

'Jottrnal of Commeret, New York, Sept ift I9i8> 
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(2) The British Manufacturers Corporation 

On S^tember 17, 191S, Sir Charles Mandelberg foimaQy 
launched at Manchester a plan for securing the cooperation of 
n<x]-coinpeting maoufactureis united for the puqx»e of (K|;an- 
iztng a body of agents who would look after the trade of all the 
ccHnbiDCd firms in any particular city or territory. Its diief 
aim is to secure direct representation by dividing the expenses of 
the sales agency among a number of firms. In outlining his plan, 
the author says: 

"A cooperative association of mannfoctnrers could by moderate 
annual subscription per firm raise a sum sufficiently large to se- 
cure the best representatives abroad. Each agent in a country 
or a state would insure that the interests of all firms in the cor- 
poration in that part of the world should be safeguarded in a 
manner impossible now except where a branch is established. The 
functions of the agent in charge would be not to act as a sales- 
man but as an agent on the spot who is instructed bv the member 
firms. It would be the duty of the agent — 

"i. To superintend selling arrangements for every firm in the 
organization. 

"2. To appoint agents for individual firms or combinations if 
agents are lacking. 

"3. To report on the standing of purchasers. 

"4 To carry out financial arrangements between producers and 
purchasers outside of the ordinary business routine. 

"5. To act in an advisory capacity to members as to the best 
methods of securing further trade. 

"6. To get early information of orders and to communicate 
with the local agents of manufacturers concerned. This might 
be the primary function of an agent-in-charge. 

"7. To act as legal representative of any firm in the corpora- 
tion in case of dispute with customers. 

"8. To facilitate communication between manufacturers and 
their agents. For this purpose, it would be desirable to open 
offices in the chief manufacturing centers. 

"No existing organization covers the same ground as this, 
neither would it be in conflict with the Government proposals for 
helping overseas trade. It would not be a corporation for the 



by Google 



AND RECONSTRUCTION 167 

earning of dividends. The entire benefits would go to the mem- 
bers." ' 

(3) British Trade Corporation 

In April, 1917, tbe British Trade CcHpcM^tioD was fonaeA. 
Accordtng to the official fonn of declara.ti(xi made In r^ard to 
the charts "the fundamental objects for which the charter has 
been granted is the giving of financial assistance to British trad- 
ers and manufacturers, e^)ecially in connection with overseas 
trade, and that the coqxxation is under an obligation to give full 
effect to such objects and will be accessible to the bu^ness public 
tor the purpose of consultation and otherwise." ' The charter 
reads: 

"It appears to us to be de»rable that an instituticm should 
be fonned with the objects of assisting the development of Brit- 
ish trade and industries and of |xocuring for British manufac- 
turers orders in connecrion with new overseas undertakings, 
and the financing of contracts in connection therewith. Amcng 
others are the following powers: To act as agents f«* aiqr 
governments or authorities, or for any bankeis, manufacturers, 
merchants, and shippers, and to carry oa an agency business of 
any description, to [Komote or finance businesses and und«tak- 
logs of any description, to acquire, htdd or dl^Mise of any intei^ 
ests m railways, ships, canals, docks, harbors . . . and any car- 
rying, transporting, trading, industrial, agricultural, ffnanrial w 
manufacturing business. . . ." The c<»poration has an autbtv- 
ized ca[Mtal of £10,000,000, of which £2,000,000 was issued and 
paid up by December 31, 1917. The report for the year ending 
December 31, 1918, showed a i*c^t A dividend of 3>^ per 
cent bad been declared. 

(4) The British-Italian Corporation 

In 1916 the British-Italian Corporatim, Limited, was formed 

with a capita] of £1,000,000. The stock was taken by the 

Lloyds Bank and the London County and Westminster Bank. 

^Journal of Commerce, Dec 20, 1917; Oct. 5, 1918; Commerce Re- 
portt, Jan. 8, igi?; London Economist. Feb. 9, 1918. 
*British Board of Trade Journal, June 21, 1917. 
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Tbe Goveniment agreed to pay a subsidy of £50,000 per aanom 
for ten yeats, with provision for F^iayment to the Govemmnt 
(^ im)fits in excess of 5 per cent The British-Italian Corpwa- 
tion holds one-half the stock of the Compagnia Italo-Britannica, 
iriiose capital amounts to 10,000,000 lire. British and Italian 
interests are both reiH«sented on the board of directors. The 
object of the two companies is to devdop ecoDomic retaticms 
between the British Empire and Italy, and to counteract the 
German efforts at ectmomic penetrati«i. 

(5) The LevatU Company, limited 
To supfJement the genial activi^ of the British Coimncm- 
wealth Union, as well as the specific aid to foreign trade ctfeied 
by the British Manufacturers Corporation, the Levant Com- 
pany, Limited, was formed under the ausjHces of the British 
Trade Corporation with a nominal capital of £1,000,000. This 
conq>any is to (q>erate in the Near East, after tbe naanner of 
the old Levant Company of the sixteenth and seventeenth cen- 
turies. It is bcf>ed that this onnpany will succeed to tbe busi- 
ness of tbe enemy oxnpanies whidi contn^ed the trade of 
Turkey. The company will work through subsidiaries, all of 
which will be in close touch with each other and with the parent 
owqKiny in Lond<H). 

Two subsidiaries are already established in Constantim^e and 
Sal(»)iki. Branches will be (4>ened in Serbia, Roumania, Bul- 
garia, Egypt, Syria, and Mesopotamia, Existing British firms 
in the East will be invited to cooperate with the Levant Crat- 
pany in the devdopment of <^)portumties that may arise. The 
Le\^nt Company will have the aid of the National Bank of 
TuAey, which will open branches in the imp(»tant dties to 
care tor British interests.* 

(c) Reorgaitkation of Government Departments to Promote 

Trade 
Tbe British Board of Trade is an o&dal body, correqxHiding 
in some measure to our Department of Cwnmerce. Before the 
* Journal of Cowtmtret, New York, Jan. ift 1919. 
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■war its function vas largely confined to handling commercial in- 
tdligence and statistics, and superviung in some measure bank- 
nq>t(y and railroads. As with most Goveniment departments, 
the var caused an expansion of work, and it was felt that In 
order to prepare for the trade after the war the Board of Trade 
should be reorganized. Better commercial intdligcnce service 
was also de^red. Accwdingly the Department of Overseas 
Trade (Development and Intdligence) was created as a sep- 
arate and independent department by combining bramsbes of the 
Board of Trade and of the Foreign Office. 



(i) Reorganization of the Board of Trade^" 

"The woik of the Board of Trade wiH be organized ia two 
main dq)artment3, viz: 

a. The DepartmetU of Commerce <utd Industry 

"The sectiuis of this department will be (i) Commercial Rdar 
tions and Treatia, relating to treaties and tariffs; (3) Overseas 
Trade (Development and Intelligence), to carry on the wotL of 
the Late Exhibitions Branch; (3) Industries and Manufactures, 
a new department dealing with home industries, with questions 
of pcdicy oHmected with trade monopolies and combinations, 
alien penetration into British industries, the promoticm of new 
trades, and matters witlun the scope of the Board of Trade 
rdating to reconstructitm of British industries and trades; 
(4) Industrial Fn^>erty, relating to patents, designs, trademarks, 
and copsri^ts; (5) Industrial Power and Tranqwrt, a new 
dqiartment to cimsider questions of policy rdating to transport 
in its commercial aspect, including shij^ii^, canal and railway 
rates and facilities, through railway and ocean rates, shipfHug 
conferences, etc., and questi(His of policy relating to industrial 
power, including electrid^, gas and water power for industrial 

"Great Britain, Board of Trade, Memorandum with respect to the 
reorganization of the Board of Trade, Parliamentary' paper, 1918, 
(Cd. 8912}. Alto Board of Trade Joivnal, Jan. 17, 191& 
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purposes, the amservatioD of fud, petroleum, etc.; (6) Statis- 
tics: the Department (^ CcMmnerce and Industry vill keep in 
touch with the Dqwlment of Scientific and Industrial Re- 
search. ... An Advisory Council will be attached to the De- 
partment <rf Commerce and Industry, rq>resentiQg the commer- 
cial and manufacturing interests of the country. 

b. Tke DepartmaU of PiAUc Service and Admimstration 

"Tliis body will be engaged primarily in the ezerdse of statottxy 
and administrative functions of a permanent nature rdating to 
trade and transportation which are entrusted to the Board of 
Trade. It will include the work of the present Marine, RaOway, 
and Harbor Companies and the Bankruptcy Departments." 

<3) Creation of tke Department of Commercial InteSigeiice 

In rS99 the Commercial Intdligence Branch of the Conmier- 
dal Department of the Board of Trade was formed. This sub- 
sequently grew into the Department of Commercial Intdligence, 
whose object was, to promote overseas trade. During the war 
the Commercial Intelligence Branch enabled manufacturers to 
obtain at home those onnmodities which came from enemy coun- 
tries and to find purchasers to replace customers in enemy 
countries. The Department of Commercial Intelligence of the 
Board of Trade has absorbed the Exhibitions Branch and or- 
^jcized fairs of British Industry and exhibited samfdes of 
enemy goods. 

The Department of Overseas Trade (Development and Intel- 
ligence) was organized in September, 1917, and included the 
Department of Commercial Intelligence of the Board of Trade, 
and the Department of Foreign Trade of the Fordgn Office. "The 
OHisular service and the commercial attaches had been under the 
control of the Foreign Ofiice, while the trade romroissioners in the 
British Dominions were under the direction of the Board ot 
Trade. The Board of Trade, however, had the power of giving 
instructions to the consular service in regard to commercial woi^ 
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which resulted in oveilappii^ and friction between the two de- 
paitments." '* 

In the reorganized fonn the combined departments are repre- 
sented by a Parliammtary Secretary, who is responsible to the 
President of the Board of Trade and also to the Secretary of 
State for Foreign Affairs, with r^ard to matters in thnr respec- 
tive departments. 

The Trade Commissioners who are to promote trade within 
the &niMre are still to be appointed by the Board of Trade. 
The (onunercial attaches and consular service will likewise con- 
tinue to be subject to the control of the FOTeign Ofhce, but there 
is to be an interchange of staff between the Dq>artnient and both 
the Foreign Office and the Board of Trade. However, the new 
Department of Overseas Trade (Development and Intelligence) 
will direct the overseas services and keep them in dose touch 
with the business community. The official head of the Depart- 
meat will be an officer ^pointed jointly by the Board of Trade 
and the Secretary of State for Foreign Affairs. He will woA 
unda* the new Parliamentary Secretary. The Department will 
have three divisions: The Overseas Diviaon, which will be fur- 
ther divided by countries; the United Kingdom Division, iriiich 
will be further divided by trades and industries; and the Exhibi- 
tions Divisicm.^* 

(ii) Trade Regidation 

Some of the aspects of the restriction on trade were treated 
above under the heading of Nationalism vs. Internationalism in 
Commerce (see p. 99ff). The fdlowing section will treat more 
specifically of preferences in trade between the British Colonies 

"Memorandum of the Board of Trade on the Foreign Office, with 
Reipect to the Future Organization of Commercial Intelligence. Par- 
liamentary Paper, 1917 (Cd. 8715). 
Report to the Board of Trade by the Advisory Committee on Com- 
mercial Intelligence. Parliamentary Papers, igi? (Cd. 8815). 
"The National Foreign Trade Council has a splendid summary o( 
the above in its pamphlet, "World Trade Conditions After the War," 
April, 1918. 
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and tlK mother countiy, preferences in trade between the Allies, 
KStrictklos OD alien participation in industry, and tariff pt^icy. 

(a) Report of Trade Commktees 

The Board <ii Trade f^ipcrfnted departmental committees to 
\o6k. into the ^ects of the war on the ionofga trade of the 
various industries and to lecommmd measures to be put into 
effect after the war. 

{i) The Iron and Steel Trade Committee 

This cranmittee points out that self-defense in war time re- 
quiiies a hi^y developed sted industry and the control of re- 
sources of iron. In iSSo, Great Britain produced 54 per cent of 
the combined output of &eat Britain, Gennany, sod the United 
States, in 1900 28 per cent, and in 1913 17 per cent. Foreign 
competition, particularly the jKactice of dumfuig of semi-finisbed 
and finished goods, had caused a serious restriction of the British 
production of iitn and steel and had even imperiled the future of 
the industry, as it no longer commanded the oonfideoce of the 
investing public 

The oHnmittee therefore recommended: 

"a. Various punitive measures against enemy countries, in- 
cluding the prohibition of imports of manufactured or semi-manu- 
factured products of iron and steel and their deprivation of raw 
materials from sources under British control 

"b. The admission of raw materials free, the encouragement 
of the development of the supply of raw materials within the 
Empire, and the Government protection of essential industries. 

"c That anti-dumping legislation be introduced in the United 
Kingdom, similar to that in force in Canada. 

"d. That no iron and steel shall be imported into the United 
Kingdom which does not bear a recognizable mark of origin. 

"e. That customs duties be imposed upon all imported iron and 
Steel and manufactures. 

"f. That there should be a maximum, general, and minimum 
Uriff, and that the amounts of the specific duty should be varied 
according to the changing demands of national policy. 

"g. That foreign syndicates, or their representatives, should 
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curf on commercial and industrial activities only mider license 
from the Government, 

"b. That the policy of the United Kingdom be coordinated with 
that of the Empire, and that India and the Dominions be invited 
to concede preference to goods of the British Empire. 

"i. That British ships shall not carry raw materials or manu- 
factured iron and steel from neutral ports to ports in present 
enemy countries, and that for a period of three years after the 
war no conference arrangement on freight combines and rates 
be committed between British shipowners and present enemies. 

"j. That consideration be given to the question of allowing 
present enemy countries to carry goods to or from British ports 
or to coal at any British coaling statiott"" 

(2) The En^aeering Trades CommUtee 

"In the year immediately preceding the outbreak of the Euro- 
pean war. Great Britain imported $72,000,000 worth of engineer- 
ing goods, distributed as follows: From the United States, 
$32,500,000 ; from Germaoy, $20,000,000 ; from France, $13,900,000 ; 
from Belgium, $5,700,000. On the other hand. Great Britain ex- 
ported to Germany $12,000,000 and to the United States $4,300,000 
of engineering goods. British manufacturers met fierce compe- 
tition in India because they do not enjoy any tariff preference. 
Even in Canada, Australia, New Zealand, and South Africa, the 
preferenee is insufficient to overcome the disadvantage under 
which they labor as compared with United States competitors. 
Although British exports of engineering goods rose from $140,- 
000,000 in 1903 to $264,000,000 in 1913, foreign competition grew 
more formidable every year and gave rise to uneasiness. Ger- 
many beld a predominant position in Russia, France, Italy, and 
Roumania. In Chile, Brazil, and China, Britain was outstripped 
by Germany. The United States and to a lesser degree Belgium, 
also held the forefront in various markets. 

"The committee therefore recommends: 

"a. That the importation of enemy engineering products be 
prohibited, except under license for a minimum period of one 
year or such longer period as may be deemed expedient, so as to 
give time for the reorganization of the engineering works here 
on a business footing after the war. 

"b. To encourage trade between the present Allies, the Allies 

'Board of Trade Jottmol, July 4, 11, 1918; and Commerce ReporU, 
July 39, 191a 
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be invited to consider the imposition of a surtax on the prodocts 
of the present enemy countries. 

"c. That raw materials be admitted duty free. 

"d. That our general export trade should be snbject to as few 
restrictioas as possible. 

"The conunittee was unable to arrive at any conclusion and 
therefore made no recommendation as to tariffs. The majority 
believed that the financial needs of the country will compel the 
imposition of a tariff for revenue and thus will automatically 
afford trade protection. 

"e. The dumping of goods should be prohibited. 

"f. That the Government provide for the manufacture of goods 
essential to the national safety, and for the development of the 
supply of raw materials for sudi industries within the Empire.'"* 

(3) The Bectricai Trades Committee 
The Electrical Trades Committee recommends that: 

"a. The importation of enemy goods should be prohibited for 
three years after the coming of peace, subject to license after 
twelve months. 

"b. Import duties should be sufficiently high effectively to pro- 
tect the industry. 

"c Dumping of and reduced transportation rates on imports 
of electrical goods should be prohibited 

"d. AH goods produced in foreign countries by enemy capital 
or under enemy direction are to be treated as enemy products. 
Alien enemies should be prevented from continuing to trade 
within the Empire, unless specially authorized." 

(4) The TextUe Trades Committee 
The committee recommends that: 

"a. State control should be removed as soon as possible after 
the war. 

"h. Every effort should be made to secure a more extended 
growth of cotton and a production of silk, flax, and wool within 
the British Empire. 

"c. Steps should be taken by the Government to insure the es- 
tablishment and maintenance of key industries, as the manufac- 
ture of dye materials and knitting needles, in order to make the 

"BrilUh Board of Trade Journal. 
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textile industriea independent of foreign sources of supply of 
these articles. 

"d. The Government should institute an expert examination of 
the powers signatory to the Paris Resolutions and of our other 
Allies with a view to negotiations for reductions in our favor of 
duties upon textile yarns and goods. 

"e. Anti-dumping legislation should be enacted. 

"f. Preference should be given to the overseas Dominions if 
4]uties are to be levied on imports."" 

(b) The Imperial War Conference 

The Imperial War Conference, a deliberative body, has devoted 
considerable time to discussing matters of Imperial policy. It 
has been attended by Cabinet Ministers and other representatives 
of the Dominions who were in London. The object is to unify 
the after-war plans of Great Britain and her colonies. The 
Dominions have been asked to pass legislaticm discriminating 
against enemy aliens trading in metals, to co5perate with the 
Imperial Government in develcqiing the British dye industry 
within the Empire, to aid in the control of Imperial raw ma- 
terials as the basis of negotiations with the Allies for joint action, 
to consider the best methods by which essential raw materials 
may be obtained; to develc^ inter-Imperial trade by means (A 
tran^Mrt, news service, parcel post, emigration from the United 
Kingdom to the colonies, cable service, and statistics of the 
Empire. The Dominions axe in favor of close cooperation of 
the various parts of the Empire.^' 

The movement is not a new one. The Imperial Federation 
League was established in 1884, to secure the permanent unity 
of the Empire by means of Federation. The rights of local 
parliaments as regards local affairs were not to be interfered with, 
but the resources of the Empire were to be coordinated for the 
maintenance of oxnmon interests and the defense of coanaoa 
rights. In 1887 the first Colcmial Conference was (^>ened in 
London and a delegate advocated the feasibility of promoting a 
doser union between the various parts of the British Emiure by 

" Commtfce Reports, July 39, 1918. 

"Ibid., Aug. 24, 1918, 
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means ol an Imperial tariff customs to be levied independoitly 
oi the duties payable under the emting tariffs oa goods entering 
the EmiMre from abroad, the revenue derived fnxn such tariff to 
be devoted to the general defense of the Empire. At a meeting 
in Canada of the Imperial Fed«ation League in 1888, a resolu- 
tioa was adopted that "the InQ>erial Federaticm League of Canada 
make it ime of the objects of this organization to advocate a 
trade policy betweoi Great Britain and her colonies by means 
ctf which a discrimination in the exchange of natural and manu- 
factured products shall be made in favor of one another and 
against foreign naticns." The late Joseph Chamberiain, an ad- 
vocate of doaer connections between the parts of the Empire, 
summed up lus views as follows: 

"What is the greatest of our common obl^ticns? It is de- 
fense. What is the greatest of our common interests? It is 
Impmal trade." 

(c) Imports Control BS 

This bin was summarized above in the section on Nationalism 
in Commerce (see p. 104). Its object is to make possible 
the prohibitim of the importation of goods of q>ed&ed origin, 
the pn^bition of the e]q>ortation of goods of any kind, and 
the prohibition of the e^wrtaticm of all goods to any country or 
place ^ledfied. 

While the object is to restrict the trade relations with [vesent 
enemy countries, there seems to be considerable fear that trade 
after the war will hardly be able to stand any ff6&t amount of 
restriction. The Association of Chambers of Commerce of the 
United Kingdom sent a protest to the Board of Trade against 
the passage of the bill. Some Chambers of Commerce favwed 
r^ulaticm or control only for a limited period after the war. 

(d) ReOrktions on Aliens 

This subject has likewise been covoed in the discussi<Hi of the 
British Non-Ferrous Metal Industry Act (see p. 131). Deal- 
ing in any way in non-ferrous metal or ore was prohibited exc^ 
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vadex Ikenae. The oHiiUtions under which a UcenM wonld be 
granted would prevent any subject of an enemy stat^ any 
enany-controUed OHporation, any enemy ca[»tal hdd directly or 
indirectly, from exercising any infiuence on the business of win- 
ning, extracting, smelting, dressng, w refining, or dealing l^ way 
of wholesale trade in non-ferrous metal or metallic ott. 

According to the British Nationality and Status of Aliens BiH, 
adc^ted by the House of Commons oo July 19, 1918, by onan- 
Imons vote, no certificate of natiiwiality may be granted for a 
poiod of £ve years after the war to any German subject or 
any subject of any country at war with Great Britain unless he 
has served in the British or Allied forces, is a member of a 
race or community known to be {^iposed to the tsuemy govern- 
ments, or was a British subject at birth. 

Apparently, while the trend of British o[»mon is opposed to 
restriction of trade with the enemy, there seems to be a strong 
feding ag^nst permitting eoHiomic penetration c» the (^>eration 
of alien enemies in the industry and trade of Great Britain. 

(e) Tariff and Boycott 

Hie qoesticm of the tariff is still unsettled. Free trade senti- 
ment is still strong. The Liberal Party, the Labor Party, and 
mm like AHscount Bryce and Professor Alfred Marshal], are 
<Vq>o6ed to protection. Hie Trade Union Congress, held at 
Derby on September 10, 1918, adopted resolutions "reaffirming 
the bdief in the principles of free trade, and urging on the 
Govemmoit the danger of imposing tariffs for revenue, as pref- 
ermce to the DominicHis or tb^ Allies, or tar the so-called protec- 
tion of industry." The British LabtK Party is (^^>osed to any 
tariff which would increase the cost of living, or raise the price 
of raw materials ih- food. It believes that free trade and an open 
doOT in the colonies will guarantee peace. However, there is little 
doubt that the experiences of the war will lead to smne form of 
tariff, particularly with reference to the key industries. While 
the French Government had denounced all commercial conven- 
tions ccntainuig a general clause r^;arding most fav«ed nations, 
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the Balfour Cboimittee reported against such actkm on the put 
of Great Britain, althou^ Bonar Law stated in the House of 
Commons that the British Govenuncnt iotended to ttdlov the 
French policy. 

Havelock WHsoo, head of the Seamen's Union, agitated tot a 
bi^ncott against Gennan goods. Indeed, he received over 900,000 
signatures in support of the boycott (up to September 10, 1918). 
Bowever, neither the Trade Uniim Congress nor the shipowners 
favor the scheme. A striking summary ot the ofqxiution against 
the boycott was giveo by Sir NcHinan Hill, an authMity on 
British shipping: 

"I do not believe that, whatever ve do, it will be possible to 
eliminate from the overseas markets of the world the influence of 
the population of Central Europe, both as producers and con- 
sumers, and even if this were possible, I think the destruction of 
their productive power would cause world-wide suffering. Its 
destruction would most certainly put it out of the power of Ger- 
many to make good the material loss it has inflicted on the Allies. 

"If no British ship enters any German port for the next five 
years, we may inconvenience, but we shall certainly not destroy 
Germany's oversea trade. Are we to stand on one side and see 
the whole of the oversea commerce of Central Europe pass into 
other hands? Even if every country in the world refuses to send 
its shipping into German ports, we could not destroy the oversea 
commerce of Central Europe so long as Rotterdam, Antwerp, and 
Genoa remain open. If we refuse to sail in and out of Antwerp, 
we should drive home the ruin of Belgium."" 

C. ^» Abstract of Ike Balfow Report" 

"{■Inal Report of Committee on Commercial and Industrial Policy 
After the War 

"^n July, 1916, the Prime Minister of the day (Mr. Asquith) 
appointed a Committee, of which Lord Balfour was the Chairman, 
with the following terms of reference: 

"To consider the commercial and industrial policy to be adopted 
after the war, with spedal reference to the condusions reached 

"Journal of Cotnmtrct, New York, October 7, 191& 

"The official summary of the report is Eiven in full as an appendix; 
see ^ 350. 
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at the Economic Conference of the Allies, and to the following 
questions : 

"(a) What industries are essential to the future safety of the 
nation: and what steps should be taken to maintain or establish 
them. 

"(b) What steps should be taken to recover home and foreign 
trade lost during the war, and to secure new markets. 

"(c) To what extent and by what means the resources of the 
Empire should, and can be developed. 

"(d) To what extent and by what means the sources of supply 
within the Empire can be prevented from falling under foreign 
controL 

"In this report we recapitulate for the sake of making a com- 
plete record the conclusions embodied in our interim reports." 

"The main object, therefore, of the report which we have now 
the honor to present is to lay down the general lines of policy 
upon which we think that permanent provision should be made in 
the light of the experience of the war for the safeguarding and 
promotion of British industry and commerce in the future. * * • 

0} The Scope of the Report 

"The main subjects discussed in this report, in addition to those 
already dealt with in our interim reports, are accordingly: 

"(a) The manner in which imperial resources may be further 
developed and the supplies of important raw materials assured. 

"(b) The treatment of aliens, including present enemy subjects, 
in respect of certain commercial and industrial occupations in this 
country. 

"(c) The internal reorganization of industry and the assist- 
ance which may be rendered by the Government in promotmg it. 

"(d) The question of financial facilities for trade, and the bear- 
ing of taxation upon industrial development. 

"(e) The general policy which should be adopted by the state 
in regard to the manufacturing and commercial interests of the 

"pth November, 1916, a report on the Importation of Goods from the 
present Enemy Countries during the Transitional Period After the War. 

14th December, 1916, a report on the Treatment of Exports from the 
United Kingdom and Britiib Overseas Possessions and the Conserva- 
tion of the Resources of the Empire during the same period. 

and February, 1917, certain resolutimis in regard to tbe policy of 
Imperial Preference. 

i6th March, 1917, interim report on certain etiential industries. 
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British Empire with spedal refcreDce to the prcrention of 'dtimp- 

ing* and the saf^fturding of important staple indnstries. 

"(f) The proposals for the adoption of the metric system of 
weights and mcasurca and the introdnctioa of a At-i""! coinage. 

(ii) BrUitk Trade nd ImdmOrf «b tgt^ " 

"We find that in long-established mannbctnres, with die im- 
portant exception of the iron and steel trades, British indostiy 
had shown in the decade preceding the wax great vitality and 
power of extension, but tl^t in the rise and expansion of the 
more modem branches of indostrial production the Uiuted King- 
dom had taken only a limited share. Certain branches of pro- 
duction, of great importance as a basis for other mairafactnres, 
had come to be entirely or very largely under German control, 
and in numerous branches of industry, outside the great staple 
trades, foreign competition had become increasingly acute, and 
foreign manufactures had secured a strong or even predominant 
position. In overseas trade British merchants and manufacturers 
were encountering energetic and successful competition, which u 
ascribed to a variety of causes, including the adoption by fore^ 
merchants and manufacturers of methods of organization and dis- 
tribution different from, and in some cases markedly more effec- 
tive than, those hitherto pursued by British traders." 



(Qi) Meamres to be Adopted DvriHg the TrM^ttomU FeHod" 



"(a) The present regime, whereby importation of goods of 
enemy origin is prohibited, ^ould be continued, subject to license 
in exceptional cases, for a period of at least 13 months after the 
conclusion of the war, and subsequently for such farther period 
as His Majesty's Government may deem expedient 
****** 

"(c) We recommend that the Government should consider, in 
consultation with the Allies, the expediency of establishing after 
the war a joint organization on the lines of the Commission Inter- 
nationale de Ravitaillement for dealing with the orders of the 
Allied Governments for reconstruction purposes, and with such 
private orders as they may find it expedient to centralize." 

"Chapter II. 

"Chwter III. 
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(iv) The Supply of MateriaU " 
• «*«*« 

"Wt recommend the establishment of an Intelligence and Ad- 
visory Bureau — 

"(a) For securing the detailed and systematic collection, ex- 
amination and dissemination of information as to the needs and 
resources of the Empire in respect of minerals and metals of eco- 
nomic and military importance, and 

"(b) For framing proposals for submission to the proper au- 
thorities as to the coordination of existing surveys and investiga- 
tions and any extensions thereof which may appear expedienL" 
****** 

"As regards alien interests in the sources of supply within the 
Empire, we think that some Government control, which may take 
various forma, according to the circumstances of each case, will 
be necessary in future in respect of a limited number of commodi- 
ties of vital military imporunce. * • *" 

(v) Euaitial Industries** 



"^t reproduce the proposals made by us in that report for the 
establishment of a Special Industries Board charged with the duty 
of watching the course of industrial development, and of framing 
from time to time, when necessary, either of its own initiative or 
on the application of interested departments or persons, detailed 
schemes for the promotion and assistance of industries concerned 
with the production of (key or pivotal) commodities." 



(vi) Tie Treatment of Aliens in Respect of Commercial and 
Industrial Occupations and Undertakings ** 

"We state that in our opinion it would not be desirable to Im- 
pose any special restrictions on the participation, of aliens gen- 
erally in commercial and industrial occupations in this country. 
In the Umited number of cases in which some restrictions or safe- 
guards may be necessary, adequate security can, as a rule, be 
ensured by requiring disclosure of the facts. 

"Chapter IV. 

"Chapter V. 

-- r VL 
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"We consider that for a period after the war it win be neccs- 
aary to impose special restrictions upon the subjects of the present 
enemy countries and that this can best be done by means of strin- 
gcat permit and police regulations." 



(vii) Indiatriat and Commercial Orgaimatiom'^ 

"We point out that, notwithstanding the strength of the United 
Kingdom's economic position, there is a widespread feeling that 
a reconsideration of our industrial and trade organization has 
become necessary in consequence of the increasing intensity of 
foreign competition, based largely upon a system of combination. 
• • * We agree * • • that the individualistic methods hitherto 
mainly adopted should be supplemented or entirely replaced by co- 
operation and coordination in respect of (i) the securing of sup- 
plies or materials; (2) production {in which we include stan- 
dardization and scientific and industrial research), and (3) mar- 
keting. 

"As regards associations for general trade purposes, it is, in our 
opinion, very desirable that in all important British industries 
there should exist strong, comprehensive and well organized asso- 
ciations which should be clearing houses of information of com- 
mon interest, and should be competent to voice the opinions and 
needs of their req>ective trades as a whole. 

"We think that it would be inexpedient for the Government to 
enter upon any policy aiming at positive control of combinations in 
this country, but that it is desirable that some means should be 
devised for securing to a responsible Government Department 
adequate information as to the formation of combinations, and 
that provision should be made for state investigation in special 
cases. At the same time we think that combinations should, where 
necessary, be legalized so as to be enforceable between members." 



(viii) FmoMce and Industry** 

'In our opinion the financial needs of British industry are 
likely in normal circumstances to receive better examination and 
■Chapter VII. 
"Ch^er VIII. 
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to be met in a more elastic and effective manner under private 
banking enterprise than b; means of a state-controlled institution. 

"In our opinion the reme<fy for the shortage of capital after the 
war roust be sou^t mainly in the increase of production and 
saving. 
****** 

"Having regard to the far-rcachii^ effects of the tax at its 
present high level upon industrial reconstruction, we stroi^ly urge 
that the principles upon which it is based should be fully reviewed 
at the earliest possible date, with a view to enabling the state to 
raise a revenue at least as targe as at present with less individual 
hardship and less damage to productive industry. The ioquirr 
should include consideration of the death duties." 

(ix) Fiscal Policy " 



"(a) The producers of this country are entitled to require from 
the Government that they should be protected in their home mar- 
ket against "dumping* and against the introduction of 'sweated' 
goods. 
****** 

"(c) As regards other industries, protection by means of Cus- 
toms duties or Government assisunce in other forms should be 
afforded only to carefully selected branches of industry, which 
must be maintained. * * * 

"(d) Preferential treatment should be accorded to the Brit- 
ish Overseas Dominions and Possessions. * * * 

"(e) * * * The denunciation of existing commercial treaties 
Is unnecessary and inexpedient, but the present opportunity should 
be taken to endeavor to promote our trade with our Allies. * * * 

"We recommend that a strong and competent board, with an in- 
dependent status, should be established to examine into all appli- 
cations from industries for state assistance. * * * It should have 
constantly in mind the safeguarding of the interests of c 
and of labor. * ♦ ♦" 

"Chapter IX. 
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CHAPTER IV 
GERMANY 

The foUowing chapter aa Gennaay, in cmfmnity with the 
general scheme, will treat (ji the facts ranceming German f (Kcign 
trade, (tf the {Hoposed after-war pt^des for tlie FcsonqitifHi, icg- 
ulatioD and pnxnotion ot trade, and in a final aecticn will deal 
with the German pc^Ucy of defense against a btqrcott by the 
Allies. 

A. Pacts ConcenA^ German Trade 

The outstaDding features of Germany's trade befwe the war 
were (hat she drew upon every continent fw her raw materials, 
that she w^ked them up in her highly diversified industries, and 
that she ^xMted her products to every country of the ^obe. 
During forty years of peace ber dependence upon the other na- 
tI<Hi3 greatly increased, as did also their depoidence oa ha. The 
war resulted practically in an diminatlcm of her foreign trade 
and cut her <^ from the chief sources of raw materials so that 
she was compelled to resort to substitutes fw the commcm com- 
modities of daily use. Her trade balance changed, her for^gn 
eichange rates fell, she lost Alsace-Lorraine and her ccdmies. 
Industries which had hitherto been controlled in Germany were 
developed elsenhne, and new trade currents more or less per- 
manent were set up. Not least is the development of a fierce 
hatred of Gennany which will survive the abandcnmient of an 
(^Bdal ectBuxoic boycott against her. 

(i) Pre-war Conditions 
(a) The Distribution of the WorUTs Resources 

In the first chapter on nationalism and intemationalimi in com- 
merce, statistics were presented of the distribution of the piith 
184 
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dpal resources of the world. The fdlowing figures oS average 
pre-war production were presented by Eugene Baie at the Fourth 
IntoparliaineDtaiy Commerciat Cimference at Paris. 
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Germany is absolutely dependent upon the Allies for her cot- 
ton, hemp, jute, rubber and v^etable fats. Indeed, it is coly in 
the irtKi and allied ores and in coal that she is self-sufEdent; her 
dependence upon the world for her other raw materials is a 
jnatter cJ degree.^ 



(b) Germat^s Need for Raw Materids 

During the pre-war period Germany's imports of raw materials 
constituted the bulk of her inward commoce. Not only did she 
import materials which she did not derive from her own soil, but 
owing to the differences in quality she impcffted some lunds of 
raw materials of which she had an abundance in s limited num- 
ber of grades. Thus, in 1913, the excess of imports over exports 
of wheat was 3,008,000 tons, valued at 339,000,000 mai^; of 
' JourntU of Commerce, New York, Aug. 6, igiS. 
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i«uiey, 3,331,000 tons, valued at 389,000,000 maits; cattle and 
swine, 171,000,000 mai^; and fodder, 370,000,000 maib. 

The depradoice of Germany upon foreign raw materials was 
increasing very r^idly. As Germany's industry expanded and 
her exports increased, her imports naturally had to rise in pro- 
porticn. In the sixteen years from 1896 to 1913, her imports 
of a group of important tropical raw matnials almost quadrupled. 
The value of imports in million marks is given Imewith: 
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• At Bonn*! nta 1 muk - ta.ijSt. 

It is worthy of note that in i9r3 almost (me-half these imports, 
in value, came from the British Enqare, i^qxtHdmately 6o8,ooo,- 
000 marks.* 

For i9r3, the value of other leading raw-material imports 
was as follows:* 
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This array of figures is a testimony to the amaaog tcHy of 
Germany's rulers in [»mpitating the war, but they are equally 
'Norddtuttehe Altgemetn* Zeitung, Jan. ig^ 191S. 
'Sutd Deutsckt Monatsheftt. Jan., 1918. 
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convincing evidence of the imiMucticabilitjr of a bc^rcott aad of III 
damaging effect aa Allied producers of raw msterialB. 

(c) The Need for Foreign Trade 

With her lar^ populatitHi and limited area, Germany a>uld 
thrive only by becoming a highly industrialized state, dependent 
upon outside sources for raw materials and exporting finished 
products broadcast Indeed, it has been estimated that one- 
quarter of her population lived directly by foreign commerce.* 
There were 950,000 people engaged in Germany's textile trades 
alcne, and ha merchant fleet employed about 96,000 men on 
board ships, to say nothing of the harbor and dock wiH-kers and 
those in related occupations. 

In a pr(q>hetic article, written before the war, the importance 
of fweign trade and the dango- of its complete dis(»ganization in 
case of war were pointed out. 

"The 6,000,000 engaged in textile, leather, and clothing indus- 
tries, in shipbuilding and the provision trade, might be reduced to 
absolute beggary if our foreign commerce broke down. The 17,- 
000,000 who work at other trades would suffer severe privations. 
The basis on which we have built up our fabulous edifice of foreign 
trade is comparatively narrow and weak. Its foundations rest not 
at home but abroad, in those countries which sell us food and raw 
material and buy our manufactures. Foreign trade is the strength 
and the Achilles heel of the German Empire."* 

(d) Statistics of Pare^ Trade 

Befwe the war Germany exported about a billion marks less 
than she impwted. The difference was balanced by her eamings 
of fdXHit 500,000,000 marks from ocean transportation, and lesser 
sums in insurance fees and in interest on foreign securities. The 
devel<^Hnent of the foreign commerce of Gennany is indicated 
in the foUovring table (figures ia million marks, 000,000 omit- 
ted): 

*Herr R. C Krogmann, of the HamburB' Chamber of Co mm erce. 

'Dit Bedeutung dts Autsenhattdels fur unttre Vollumrttekaft. 
Nautietu, Berlin, June, 1914. 
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1909. 
to 10. 

1913. 
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Of her total trade, that witb the Wetan Powexs, that is the 
Allies, ,jras greater than that with the Eastern Powers. Her tnde 
with the Western Powers (in millitHis of marks) was in 1913: 
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To Austria-Hungary, Russia, Bulgaria, Turkey, and Roumania, 
the exports from Germany in tha same year amounted to 
3,639,000,000 maib, aixi imports from those countries to 
1,989,000,000 mails.' 

An analysis of the foreign trade of Germany by groups of 
countries shows that her trade with the powers she arrayed 
against herself had been increasing more rapidly than did her 
trade with the neutrab ch* with her allies. Her trade with British 
India had increased more rapidly than her trade with the 
South American countries or with the Dutch East Indies. 

A notable feature of Germany's pre-war trade was that then 
was an excess of imports in the overseas trade, which was partly 
covered by an excess of exports to the Eun^ieao countries. 
The fdlomng taUes show the rdative increases in the import 
and eq>ort trade of Germany with the various ctottioeDts and the 
resulting trade balances. 

'NorddtuUekt Altgrmtiiu Zritung, Jme 6, 191& 
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GEUum*! lupoxr amd Expobi Tbadb and Tudk Balances, 1907 ads 191). 
[Figures in millioa niArks.] 
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The above table shows that Germany's exports were growing 
more rapidly than her imports m the five-year period prior to the 
war. Furthermore, her exports to the European nations vbo 
later constituted the Entente were increasing faster than to the 
neutials. Her exports to the British Dominions were rising at a 
rate as great as, and in some cases greater, than her exports to 
neutrals, (h* to her own colonies. Imports into Germany from 
the ncn-European countries were develc^ing most rapidly. The 
rate of increase was also very high for imports from the British 
DtHninicms. While the increase ol total imports into Gennany 
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during the five yean, 1909-13, iras 36 per cent, the increase in 
the impcfts from India were 71 per caA; fnm British West 
Africa, 55 per cent; and fnm Canada, hardly a fair case, 700 
pec cent. 

GutKAN FOSZION TrADK BT CoUHTKIza. 




=■8 



i-3 



The eqx>rts of Germany were outstril^Dg her imports in her 
trade with Eur^w, but the reverse was true in the case of her 
trade with the other continents. In other words, Germany's im- 
ports of raw materials from the undevelc^)ed countries in- 
creased more rapidly than her exports of finished goods to them. 
She became more hi^y industrialized and sut^lied the matured 
industrial nations of Europe. Germany became, to a large extent. 
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the workshop of the world. Her development in this direction 
in the brief five years before the war is so striking that her 
rulers must have been either stupid or insane to bring cm a war 
in the face of such remarkable [xogress during peace times. 

As an illustration of the impcfftatioo of raw materials from 
the backward cxpuntriea, take the oQ-seeds industry. Germany 
imported these raw materials chieSy from the British coloniea 
which, in 1913, exported about 2,768,000 tons annually, valued 
at about $165,000,000. India furnished linseed, cotton seed, 
ground nuts and rape and castor seed. Egypt furnished cottcm 
seed. The Straits Settlements and the Pacific Islands eiported 
aypn. British West Africa shipped palm kernels and ground 
nuts. Great Britain, by omtrast, imported in 1913, less than 
1,000,000 tons of British oil seeds, valued at less than $50,- 
000,000. Half of the total «qx>rt3 of copra from the British 
Empire and three-quarters of the palm knnels from British West 
Africa were shipped to Germany. Hamburg was the principal 
city in the trade in dl nuts and oil seeds and Harborg, the 
nearby city, was the largest seed-crushing and oil-producing cen- 
ter in Eunqie, with an ou^ut of about 800,000 tons, valued at 
about $63,000,000 annually.* 

It was the absence of trade barrios that made Germany's 
rapid growth in imports of raw materials possible. Pre-war com- 
merce i^)parently was predicated on paman«it peace. Side by 
side, two conflicting forces were operating in Germany. On the 
one hand the forces of economic iq.temationalism were making 
for the industrializatiffli and the prosperity of Germany. On the 
other, the forces of militarism and chauvinism were striving to 
destroy the very foundations upon which the welfare of the Em- 
igre was based. Had the pre-wu* ccmditions continued, had the 
German military clique possessed suffldent understanding of the 
econmnic bases of her [westige, Germany would probably have 
omquered the world with the arts of peace. After the economic 
crash caused by the war, the ante-bellum state of the fweign 
trade of Germany is of interest only as a basis for understanding 
the ecfHiomic policies which are projected in Germany, 
' loumat of Commerce, May 13, 1918. 
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(ii) The Effects of the War 

The eoHUKmc effects of the war oa. Gennaiiy were drastic and 
severe. She was cut off from access to the source of raw ma- 
terials. Substitutes had to be developed. She lost Alsace-Lor- 
raine with Its iron ch^ and potash. She lost ber colonies, with 
their variety (rf tropical products. Her trade was [sactically 
wiped out, her trade balance was upset Her foreign-exchange 
rates tumbled. German OMnmerce was also indirectly affected. 
The ec<Hiomic isolation of Gomaoy compelled the nations that 
had been previously dependent upon Eer either to establish new 
industries to replace the cnnmodities that came from Gennany, 
or else to buy these goods elsewhere. New trade currents were 
set up, making a short circuit, as it were, whereby Germany 
was cut out. Significant also is the fact that Germany aroused a 
universal hate which will outlive the abandonment of ai^ official 
eoHiomic boycott 

The effects of the war wa« weD summarized by August Miller, 
the Socialist Secretary of State in Charge of Econ(»nic Recm- 
stniction. 

The Entente countries have struck deadly blows at German 
eompetitioii and have reconstructed their industrial methods on a 
most modem basis. The few monopolies that Germany had are 
beiBff menaced or destroyed. She has lost the potash of Alsace 
Lorraine, and the monopoly of the world's metal trade. The 
Anglo-Saxon monopolies have the advantage of resting upon the 
actual possession of the raw materials, whereas the German mo- 
nopolies were based upon treaties. The Entente countries will 
be able to dictate the price of raw materials to Germany. America 
and other countries will now tend to export manufactured gooda 
instead of raw materials, not cotton but textiles, not iron, but ma- 
chinery. Germany will have to reckon with a 'deliberate enemy ' 
win' to exclude Germany from the world's markets." * 

(a) Lack of Raw Materials 

The basis of German foreign commerce is the importation of 
raw materials. Without it, there can be neither mduatry nor 
ecport trade. 

' Berlmtr TofftbUttt. 
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"How can Gemiaii agriculture exist without the foreign phos- 
phate rock? What meat and fat can we produce in Germany 
without importing fodder and oil cake? We cannot do without 
spinning material, oils and seeds, india rubber, tar, copper, nickel, 
manganese, phosphates, skins and hides, that are imported."* 

The lack of raw materials during the war cri^^ed Gomaii 
industry. Small plants have been closed as a result The scar- 
city affected not only the manufacturer but also the consumer. 
Tobaca> was limited in its sale to three dgars at a time, and 
tbese were made up in part of the leaves of rose and of sour 
cherry. Underwear, shirts, socks and shoes were practically un- 
obtainable. To get a new suit of underwear two old ones had to 
be given. Persons having more than two pidrs of hose could 
obtain no more. Hedsheets were not to be had at all. The 
rich were requested to give up ^lare old sheets, tablecloths, and 
towels for the use of the poor. Appeals were made for old 
clothes which the laborers needed. Prices, of course, were very 
high. Shoes, obtained after a dday of two to four mimths, cost 
about 150 marks per pair (at the normal rate, i marit equals 23.8 
coits). A man's suit cost over 700 marks.^" The price of yam 
rose fnmi 0.04 mark per qxKil to i.io or 1.25 marks. Mending 
and weaving were [H'actically impossible.'^ 

The efFea of the war on the metal supply of Germany was 
particularly disastrous. Before the war Germany was the larg- 
est purchaser of United States copper. She also imported zinc 
ore from Australia. During the war she was able to get alcng 
with aluminum, obt^ed front Austria, and zinc from Sileaa 
and the Rhine provinces. But at best she was so greatly ham- 
pered that she had to melt her church bells, doorknobs, and hard- 
ware. She looted Belgium and northern France. She economized 
in the use of raw materials, and tried to change manufactiuing 
methods or tools and machinery so as to avoid the need for 

"Extracts from German periodicals in World Trade Conditions 
After the War, April, 1918, published by National Foreign Trade 
Council. 

"Report from Amsterdam, Sept 18, 1918, to Standard Sutistics 
Company. 

" Votiische Zeitung, Not. 7, 1917. 
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uang scaice metals. Fot Instance, in the manufacture of alloys, 
the percentage of copper was lowered. Door handles were no 
l(Riger made of copper, but of zinc and iron. Military decora- 
tions contained no copper or brass. Toys and watches were 
plated with brass and later were made of gray inm. Optical 
goods no kmger had brass trimmings, but instead fittings of an 
alloy of magnesium and aluminum. Instead of using tin f« 
bearing, zinc was substituted or alloys of cadmium and lead. 
The same metals wen used for [dating cans. Fw soldering, cad- 
mium was used, and wherever possible the soldering operation 
was avoided. Scientific instruments were made of new materials 
and by new methods. Zinc was used f<yt brass and the surface 
was either lacquered ch* plated with nickel and cobalt to jKwent 
oxidation. In the electrical industry the wires were made of 
ircHi or zinc. The insulation was either artificial silk or lac- 
quered paper, as mica from India was no longer available. In 
gas meters the brass used was reduced by 97.5 per cent. The 
use of coiq>u' and tin was cut to a sixth of the pre-war quan- 
tity. Leadplate was used instead of tinplate." Under the ^ur 
of necessity new inventions and develqunents aippeared. Before 
the war the average limit of fx^/pa ore smelted was 3.5 per cent 
metal content. During the war ores as low as 0.7 per cent -were 
treated. The workable limit of nickel ores was reduced from 3.5 
per cent to 1.5 per cmt. Lead was obtained from dqx>sits of 
sandstone containing very little lead.'* 

New inventions were developed in all directicHts to increase the 
supi^y of raw materials. By speeding the air current in the 
manufacture of air nitrates the output was increased about So 
pu- cent. Lignite was increadngly used as a fuel, and its ozok^- 
ite yield doubled. A new treatment of coal yielded an illuminat- 
ing ml idiich could be used instead of petroleum products. To 
overccme the shortage of rubber, mechanical springs were sub- 
stituted for rubber tires, and the processes in r^enerating rubber 
were further devel<q)ed. 

"British Board of Trade Journal. Jnly 4. ". 191& NorddtuUtkt 
AUgetntiHt Ztititng. 
'^BriHth Board of Trait Journal, Sept 13, 1917. 
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(b) The Development of Substitutes 

Not (xily was rigid economy ptactked, and the i»v-war uses of 
raw materials extended, but new developments in German iodus^ 
tiy took place during tbe war. Substitutes were develcq>ed ap- 
pareotly for everything except air and water. In tbe fall of 
1918, then were over 7,000 substitutes for articles of food, cloth- 
ing, and shelter. Indeed, Hugo Preuss, in the Eur<^)aeische 
Staats- und Wiitschafts Zeitung (October 20, igiy), speaks of the 
berculean efforts which Germany was putting forth during the 
war merely to live. He predicted In "The Twilight of Autocracy" 
the faU of a r^nte which could not better uti]i2e the inventive 
powers of its scientists. At the faiis at Leipzig, many substitutes 
were exhibited. For pepper, a domestic substitute was used, and 
for tea, strawberry leaves or linden blossoms, which Emulated 
the coIot but did not stimulate. For marmalades there were a 
great number of substitutes made of vegetables. Soap was made 
from vegetable oil and pumice stone, but it would not lather. 
Artificial leather was produced in great variety. For human 
hair, silk was originally used, and subsequently a substitute for 
silk. Spun glass was used for doll's hair. 

The shortage of raw material was most acute in the textile 
fidd, because of the difficulty of gettii^ anything to replace it. 
Germany was dependent upon foreign countries for its cotton as 
wdl as its wool and flax. The progress in the development of 
textile substitutes was greater than in any other field. The three 
chief materials used were paper, wood pulp or cellulose, and 
nettles. At the third German textile expo^tion, held at Leipzig 
in August, 1918, many such substitutes were exhibited. 

A brief description follows: Textilite is made by twisting a 
pi^r thread and a fiber thread, and is used as a substitute for 
hnm and jute. The output of the industry is insignificant com- 
pared with that of the cottwi industry before the war, 88,000,000 
pounds of paper yam bdng produced in 1918. This compares 
with about 1,400,000,000 pounds of cotton imported from the 
United States alone in the year preceding the war. The use of 
paper yam is confined chiefly to the weaving of small mats, car* 
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pets, blai>kiet9, ba^ «ml tfathw snbsdttites. Roo^ rtflrtifi^ for 
-woiUngmoij ^^ail cloth, cmrtaiiis, and bed »™1 table linwi have 
also been made. Because the public bad no altenatiTe it had 
to be content to use the paper-textile products, but even these 
were limited in supply, chiefly becanse of the Hwiianri for dottaes 
for the army. In additiixi, while there was no shortage of wood 
for the manufacture of paper, there was a decided lack of cobI, 
dieaiicals, and machineiy fw mafcmg itnA qwnpi'tg the p^icr 
yam. Regarding the permanence of the p^ier-jram industry, 
then is mudi questioo. Even daring the- war die p^JO* was 
miied with wool, shoddy, and waste cotton. There is also the 
questioD of {wice, whkb, after the war, wHI make oottoo and 
wool more desirable, as doth made of p^>er yam is very costly. 
As an indication of the [wospects of the industry after the war, 
it is significant that paper gunning has been known fat twenty 
yesis prior to the war, and the output was limited to a tew 
products.** 

CeUuloD is a cotton and jute substitute iriiich is made directly 
from pulp. Textilite is made by sinnning long stiipB of paper 
which are run off reels through water. Cellulon, however, is made 
fnnn wet pulp idiich is spun directly as it ccnus off a circular 
dnuoer. Another cdlulose product is stapdfaser, which is made 
somewhat like artificial silk. The cellulose is treated diemically, 
and becomes a jelly-like mass, irtiidi is squeezed undn hi^ pta- 
sure throu^ small boles in plates. The resultant fibers are 
twisted into threads and dried. This material has several defects. 
It is not so washable as cotton or wool. In fact it tears frtioi 
wet. The eitent of the industry is insignificant as compared with 
the wool industry before the war. In times of peace Germany 
imported about 200,000 tons of mxd and about 400,000 tmis of 
cotton per year. To ^voduce 10 tons of cellulose fiber daily, 
(H* about 3,000 tons per annum, requires a very large plant an) 
a very considerable amount of capital. The cost is almost pro- 
hibitive, about 6 maiks per kilo, or 70 cents per pound. If it 
is used after the war, it will [Kobably be in conjunction with 

"Commerce Reports, SepL 4, 1918; Oct a6, 1918; Feb. lo^ iQig; 
HandeUberiekU», Tht Hagat. Nov. 14 1918L > 
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cottcm or wool, the additioo of dther of which makes it vsah- 
able." In addition to the papa and cellulose substitutes, there 
were several fiber plants, such as nettles, cat tail, cotton grass, 
and broom. The hair of the angtffa rabbit was also used. A 
ccHnpany was ftmned, the Nettles Cultivation Society, which 
idanted nettles on waste lands, in forests, and in cidtivated fields. 
The society paid the nettle collectors and in addition gave 
them as a bonus a spool of thread made of mixed netde yam. 
The ^Hnning of nettle fiber was facilitated by an mventiui for 
the atraction of the glutinous matter of the plant The Indus- 
tiy, however, is in^gnificant. A total of 1,200 tims of nettle fiber 
was produced in the last year of the war, as compared with 
about 400,000 to 500,000 tons of cott<Ki imported annually before 
the war. Peat fiber has also been used in conjunction with wod 
fcH* men's clothing. However, tt takes 5,000 pounds of peat to 
produce 100 pounds of fiber, and the cost of the finished prodKt 
is very high. 

On the whde, taking the <^»nion of Gennans as a guide, sub- 
stitutes have failed. The two chief materials which Gennany 
lacked were fats and textiles. Without fat there was no soap 
made. Lack of so^ meant chemical substitutes. Chemical 
substitutes ruined clothes. And clothes require wot^ and cot- 
ton." 

At the end of 1917, (ben were 250 factories in Germany pro- 
ducing paper yam. Although the paper products did replace 
cotton and jute, it was difficult to produce a strong, water-re- 
sisting, and at the same time fine and soft, material. However, 
as far as ]ute was concerned, the British admit that if, owing to 
the high freight rate or other cause the price of jute should be 
high, tfiere is a possibility that the paper substitutes may "de- 
vdop into a menace to established British textile trades. The 
cost of production is obviously of great importance, and there 
is no reason why wood pulp should not be produced cheaply." " 

"Commerce Reports, Sept 23, 1918; Sept 35, 1919; Jan. 9, 1919; 
reprinting material from Gertnan newspapers. 

" Emil Zimniermaim in the Taegliche Rundscham, Amo. PrvM. Report, 
Sept 10, 1918. 

'British Board of Trade Jotmtot, July, Ai*., Sept, 191& 
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(c) The Lots of Alsace-Lorrame and of tke German Cctonks 

The loss of the African colonies deiwived Gennany, tempo- 
rarily at least, of a source of tropical products, vegetable <»ls, chI 
seeds, rubber, hardwoods, etc. FurtheniKxe, the potential output 
of raw materials of the colonies had hardly been developed. But 
the return of Alsace-Lorraine to France struck a still more vital 
spot to Gertnan industry. "Alsace-Lorraine was not only mie of 
the most hl^y developed manufacturing parts of the Empire, 
but also (Hie of the chief sources of raw materials, the loss of 
which, unlike the loss of an industry, is final and irreplaceable. 
Iron ore, potash, and petroleum, are the resources of the two 
provinces. Alsace produced 43 per cent of the petroleum output 
of Germany, which amounted to 130,000 tons. The loss of 
the Alsatian potash deports deprives Gennany of the worid 
moncfwiy irtiich it enjoyed, and takes away from it (me erf its 
few weapons of economic warfare. The potash montipoly enabled 
Germany to fix the price for fordgn markets above the [»ice 
for domestic consumption and to exact trade favors in return for 
the sale of potash. . . . The most severe blow is the loss of the 
iaai-on dqxisits. Without the acquisititm erf the Lorraine de- 
ports in 1871, the astonishing development of the German irtxi 
and sted industry would have been impossible. Within the two 
decades [Meceding the war German iron and steel [XTtductioQ in- 
creased from a few million Xgds to i9,(x>o,(x>o tons. It out- 
distanced by ^ the British production, and was only 10,000,000 
tons bdiind America's output. Not only the iron and steel pro- 
duction of Alsace-Lorraine, but also that of the entire western 
part of Germar^, particularly in Rhenish Wes^dialia and 
the Saar districts, depended on Ixxralne minette ate. The 
Lorraine and Luxemburg mines suiq)lied ia 1913 28,5(x>,o(» 
tons of iron ore, out of a total of 3S,ooo,(xx) tons for the 
whole of Germany, or 77 per cent, txi the basis of metallic 
content. In 1913, Germany imported fr<»n Sweden, Spain, and 
Rusaa 14,000,000 tons of ore, with a metallic content of 7,700,- 
000 tons. The loss of Alsace-Lorraine will deprive her of twice 
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the amount, a loss which will serioosly ciipi^e German econnnic 
life."" 



(d) Changes j» the Trade Balattce 

As noted above, befwe the war Germany had an excess of 
imports whidi, however, was continually decreasing as a tesult 
of the more rapid increase of exports. In 1913, her excess of ex- 
ports to Europe amounted to 1,789,500,000 marks, but her excess 
of imports from America, Asia, Africa, and Australia, was 3,- 
459,900,000 marks. Her net adverse balance of trade was 670,- 
400,000 marks. These trade relations have been revolutionized, 
Germany has been compelled to lo(A to eastern and southeastern 
Europe instead of overseas for her raw materials and food. Fur- 
thermore, the west European maikets, which constituted Ger- 
many's best customers, will have a diminished purchasing power, 
whereas the overseas countries are themselves manufacturing 
their raw materials in newly devel(4>ed industries. The result 
may be that in the trade of Germany with the overseas countries 
the excess of imports into Germany will decline. However, Ger- 
man trade prospects will be affected by severe oxnpetition on the 
part of the United States and Japan, by the exhaustion (^ raw 
materials in Germany, and by trade regulations after the war.^* 

Before the war Germany paid for imports of raw materials 
needed in her industries by exports of finished goods. Further- 
more, her shipping charges, insurance fees, and income from in- 
vestments in foreign countries gave her a favorable exchange rate, 
and made it possible for her to import gold. However, the war 
has ounpletely revolutionized these trade relations. Her imports 
have far exceeded her exports in her limited trade with the neu- 
trals. There was no income from ocean frei^ts, frmn insurance, 
and from foreign investments. Tbe outlook is that for some time 
Germany will have an excess of imports in her fweign trade. 
To pay for her imports she must export. This she cannot do 
without first importing raw materials which can be paid for only 

'Dr. Looii Binner, Berliner Tageblatt, Oct. 19, 191& 
• WirUckaftsdienst, June 7, 191& 
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by loans. The annual interest charge will constitute an invisible 
debit in ha trade balance.** 

(e) Foreign Exchange Rates 

The ctMulitions above described were reflected in the fall of 
German exchange. Of couiK there were other influences, such as 
the issue of a tremendous volume of notes resulting in the depre- 
dation of the currency. To the extent that it is due to an excess 
of imports and not to inflation the decline in exchange rates 
usually Qocouiages exports and restricts imports. Further, a 
foreign buyer of domestic goods had an advantage over the do- 
mestic buyer." The effect of the low exchange rate of the 
German mark made it possible ftH* German manufacturers to 
underbid their Swedish competitors. As a result, the leading 
Swedish association of manufacturers, the Sveriges Industrie- 
foerbuod, sent a petition to the Minister of Finance asking tor 
an increase in duties to compensate fw the depredation of 
exchange rates. 

(f) The Effects on Germany's Customers 

During the pre-war period Gennany bad built up a large trade 
in spedalties, like dyestuffs, ceramics, (q>tical glass, and chemicals. 
The nations iA the world became aware of tb«r dependence uptm 
Gennany <Hily when they isolated her by a blockade. Ger- 
many's customeis for these goods have, during the war, built up 
their own sources of sui^ly, the so-called key or pivotal indus- 
tries. They have gone further. Tbey have, by Government aid, 
by tariffs, and by other means, assured the continued existence 
of the domestic industry. For instance, the United States im- 
ported about 250,000 tons of potash per year before the war. 
There has since been developed an output of about 40,000 tons 
per annum frcHn the deposits of Searies Lake. No matter what 

"PrfHssitchf Zeihmg, Jan. 3, 1918. Review of The Effects of 
the War on German Industry," by P. Meersman. 

"Dr. Oscar Stilich, Deutsche Industriebeamten Zeifung, Apr. 36, 
igiS, 
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steps Gennaiiy m&y take to regain her fwHgn market, it is highly 
improbable that other nations will permit the industries devdoped 
during the war to languish or to be throttled by Gennao com- 
petition. Besides, new trade currents have been set up, which 
will result in the dimination of Germany as a jobber or redi»- 
tributm-. Germany smelted the zinc ores of Australia and the tin 
ores of the Butch East Indies and reshipped the metal. The iso- 
lation of Genaaoy during the war compelled other natltms to 
iiiq>ort the ores direct. The sfaorteDing of trade routes between 
the countries bordering on the Pacific is probably a permanent 
change in international commerce. Gennany is the loser by this 
develcqnnent. The disorganization of German fordgo trade dur- 
ing the war has forced a new trade alignment, in which her 
competitors have taken her place. 

Not the least of the effects of the war on Gennany's competi- 
t(MS is the "l^acy of hatred and bitterness gainst Gennany, not 
only amtmg the powers now at war against her, but also among 
the neutrals who have been alienated by her conduct." '* Even 
though the c^&dal economic boycott of Gennany is abandoned, 
the citizens of the Allied and neutral countries will discriminate 
against German-made goods f<x a IcHig time. "We must recktm 
with the probability that the war in the economic fidd will con- 
tinue without regard to treaties of peace. Our enemies are not 
old women."** 

B. Policies Proposed 

German merdiants, cut off fnun their fneign connections, and 
idle for four years, had ample time to indulge in speculation as 
to their future trade plans. A fundamental question with them 
was the choice of the two alternatives — economic self-sufficiency 
or continued reliance on international trade. Some German minds 
are not aware of the impossibility of economic independence for 
any country, to say nothing of a country like Gennany, which 
was always vitally dependent upon imported raw materials. 

' Capt Von Persins, quoted in London Economist Nov. tc^ 191^ 
* Von StetD, Secy, of Bureau of Economics, Associated Press, May 
13. 1918. 
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The pfoUeni of the resumpticHi of trade was discussed in G^- 
mai^ from many angles, as the shortage of shipping, the ad- 
verse exchange rates, and the lack of raw materials. Policies of 
trade regulati<xi have been hailed as panaceas and have been 
equally ardently tq^xised. Trade-promoticm plans in great nmn- 
ber have been devised during four years of enforced Idsure. 
Many of them bear the distinct hallmail: of closet specula- 
tion. 

(i) Setf-sufidency vs. ItUemaiiomd Activ&y 

The alternatives of the "dosed state" versus the intematiimal 
trading state have been discussed in the German magazines 
ever since the Paris Economic Conference. ProfesscH' Edgar 
Jaff6, of Munich, wrote several articles, the gist of which fol- 
low.*^ Germany may follow «ther of two mutually exdu^ve 
onirses. The first is to roiounce the idea of an international 
econcHnic policy and to rely upon the military power of the 
nation. Economic imperialism would be the motive. Compli- 
cated protective tariff systems, policies of exdusiHi, a limtta- 
tion of international law, the drawing of small nations into a 
sphere of influence of neighboring powers, the absence of free- 
dom of the seas in war time, the proq>ect of eomomic and poli- 
tical war, all these pdicies would be necessary to cany out the 
idea of a dosed economic state. ExptMis would be limited to 
surpluses and imports to prime necessities. Foreign trade would 
be avoided rather than sought. 

Hie alternative is a modified fcHm oi free trade. Large and 
small states would live peacefully side by ^de. There would be 
an unhampered exchange of products between all the countries of 
the world. There would be free access to all colonies irrespective 
of the control of the mother country. Politically, the policy 
would mean international disarmament on land and sea, compul- 
sory arbitration of dilutes, freedom of the seas, and a c«n- 
munity of interest tn all colonies. 

"Revue Politique Internationale, Jan., Feb., 1918; Eurofaeischt 
Staatj- itnd IVirtschaftt Zeitung, Jan. 13, 191& 
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However, the choice of alternatives does not rest vith Ger- 
many. Indeed, no one state can determine its fate by itsdf. 
' The destiny of the world is in the bands of all the powers, al- 
though England and the United States have a coounanding posi- 
tion because of thdr ccmtrol of raw materials. However, if fate 
should dedde in favor of an economic war, Germany will not 
lose libpe. She coped with the situation before and during the 
war, and will do so after its close. The Antwerp-to-Bagdad 
scheme was merely Germany's retort to the Allied econcmiic OHi- 
ference at Paris, The Mittel-Eurt^ plan was a creature of 
necessity, and became increasingly prominent as the result of the 
blockade. Whether peace or war is to be accepted as a per- 
manent principle in the life of the nations depexids upon the 
decision of the Allied Powers. 

Even during the war there w»e in Germany some vig(»t>us 
<q)ponents of the polii^ of self-sufBdency.** 

"It is a remarkable fact, in truth a belated historical joke, that 
there should be in Germany any number of people who regard 
world economics as an evil and preach their abandonment. They 
demand the development of a self-contained Germany or a Ger~ 
man national economy, a return to the 'closed commercial state' 
of Fichte. They advise us of our own free will to adopt a policy 
which the enemy has failed to force upon us. Such a self-con- 
tained Germany we could have had without any war, without any 
sacrifice of millions of men and billions of money. Have the 
prophets of the closed state realized the implication of their doc- 
trine? Has the German people been on the wrong track for a 
half century? An economic policy which a people adopts results 
from its inner nature and tendencies. They cannot be arbi- 
trarily changed. We have become a world power because we could 
not help it. We must remain so for the same reason. 

"In order to pay for our imports we must export our manu- 
factures, engage in shipping and foreign trade, and invest our 
capital abroad. No sophistries can get around this fact. The 
figures of our foreign trade show how large a part of our re- 
quirements come from abroad and are paid for by the products 
of our industries. Exports have enabled Germany to increase 
her production, to lower her costs, and to stabilize her industry 

"Prof. A. Hettmer, "Der Friede und die Deutsche Zuknnft," ex- 
tracts from D(u Echo, Jan. i<^ 191& 
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by diversifying her export outlets, and so avoid the dislocation 
of her industries by disturbances in any one market. Our foreign 
activities, such as shipping, shipbuilding, and the construction of 
railways and public utility plants in foreign countries, employ a 
large number of men and cannot be dispensed with. 

"Admittedly Germany must avoid that one-sided development 
in industry and commerce which has characterized England, where 
the production of food and raw materials has become a matter 
of secondary consideration. In order to maintain a rounded eco- 
nomic development and to meet political threats, we must in- 
crease the output of a variety of essential materials. However, 
under a strict policy of economic independence, the Gcnnan peo- 
ple could not continue to exist It certainly could not grow in 
numbers and power. Without her foreign activities Germany 
ceases to be a world power." 



(ii) Plans for the Resumption of Trade 
(a) Prospects and Problems 

Tbe leaders of Gennan commerce and industry are under no 
flluMons as to the difficulties which they will have to iatx in 
resuming their trade and tn attempting to recover thdr pn- 
war position. Among tbe difficulties of the transition p^od are 
the scarcity of tonnage and of foreign credit for the importatitm 
of raw materials and of food. The reduction of physical strmgth, 
the loss in will power and in ciHifidence, tbe destnicticHi of capital, 
the enormous cost of the war, and the threat of exdu^on from the 
Allied sources of raw materials, further complicate the problem." 
Before the war, Germany impxirted 3,500,000,000 marks in foods, 
and 4,500,000,000 mai^ in raw materials. Independence of over- 
seas imports is out of the question, for even if substitutes were 
developed some of tbe raw materials inddaital to their iKt>duc- 
Uon would have to be imported.** 

Materials which Germany most needs are textile fibers, hides 
and skins, ores, rubber, hardwoods, oil seeds, animal fats, fodder, 
fertillEer, coffee, cocoa, tea, tobacco, and the precious metals. 

"Kurt Singer, "Some Fundamental Questions of Transition Ecos- 
omy," in Internationale Korrespondtna, Oct. 2a, 1917. 
' Prof. Eulenberg, Welthandtl, June 8, 1917. 
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Most of these came from oHmtries now hostOe. Cotttm and to- 
bacco came from America, coffee fnHS Braal, wool from Aus- 
tralia and British South Africa, oil seeds from English and 
Fimch West Africa. German industty, shipping, commerce, in- 
surance, and baoking depended upon Gennan access to the 
world's sources of raw materials and to the markets for finished 
goods. By restricting the import into Germany of textile fibers, 
the Allies will ruin the clothing Industry. In hampermg the 
Imports of oil seeds, they will ruin the candle, soap, fat, oil and 
varnish industries in Germany. Th£ imfxirted ml seed and cake 
furnished cattle fodder, the backbone of the German dairy in- 
dustry. The English colonies furnished 70 per <xot <A Ger- 
many's copra and rape seed imports, 45 per cent of the pt^^y 
imports, 50 per cent of the grouod-nut imp(H-ts, and 30 per 
cent of the sesame imports. 

The importance of raw materials in German fordgn trade is 
indicated by the fact that the largest division of the newly- 
created Department of Economics is concerned with raw mate* 
rials. Six of the nine sections of the Department are devoted 
thereto. ** German economists propose that in the distribution (rf 
raw material, Germany be rationed on the ba^ of her pre-war 
consumptitm. Should Germany be unable to obtain the raw 
materials that her industry needs, she will be compiled to export 
men instead of goods. 

(b) Mahttamiag the Trade Balance 

While a depression In exchange rates automatically leads to m- 
creased costs and therefore the reduction of imports, Germans 
are going further and are advocating a strict ectMiomy in the 
use of inqwrted material. Indeed, the importation of luxuries 
is to be [wohiblted. 

"In every domain of raw-material requirements we must con- 
sider how far we can, in the period following the war, continue 
to dispense entirety or for the greatest part with supplies from 

'Votnseht Zrihmg, Apr. 16, 1918; WtUhandtl, quoted in the BrU- 
ish Board of Trade Journal, May 30y 191%. 
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abroad, and how and where we can provide for ourselves in time 
of peace without drawing upon our present enemies. Restric- 
tion of consumption is the principal remedy. The longer we re- 
Strict our consumption, the mare will our orders be in demand. 
The more rapidly and greedily we seek to obtain foreign raw 
materials, the more will neutral and enemy countries exploit us. 
For our national welfare, it is of extraordinary importance that 
th« restriction of consumption and the regulation of importation 
should be carried out until there is a slump in the international 
market, or until normal prices again make their appearance." * 

Germany will have to submit to [vivatioDS, retain her meat, 
fat and bread cards so that she be not compelled to make too 
many concessiotis in return for raw materials. 

To enable Germany to import tbe necessary raw materials, her 
economists advocate that those articles should be e^XHted whose 
cost rejtfesents a minimum of raw matmal and which involve 
great skill and much labor. By expecting articles of quality 
rather than great bulk or semi-finished_ products, it may be pos- 
sible to pay in commodities for the minimum of raw m&teriala 
uliich is essential to German industry. 



(c) Financial Problems 

By no kind of manipuIaticKi, however, wHl it be posi^le to bal- 
ance annmodity impwts by commodity expOTts. At the begin- 
ning, at least, there will be the dilemma that without imports of 
raw materials there can be no export of finished goods, and with- 
out e^wrta of finished goods, it will be difQcult to pay for raw 
materials. In addition, a considerable quantity of finished goods 
will be necessary in Germany to replenish depleted stores and to 
meet the minimum initial requirements of the Gennaa popula- 
ticm. To meet this dilemma, Germans expect to raise loans 
abroad. The fordgn countries that wish to sell to Germany 
will have to finance her. It will be impossible to get &e madiin- 
ety of foreign trade going without [>roviding for a postponement 
of paymoit until stable conditions in industry are reste»ed. Ger- 
"Or. Wilhelm Dyes, Dtultehe PoUtik, June aa, 1917. 
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mam expect to draw <m the credits that were outstanding at 
the begimuDg of the war, the paymrats cm which were s\a- 
peDded.*° The Reichsbank has held OHiferaices with the repre- 
sentatives of a number of industries to agree upon the means of 
payment for imports, and oa the pro-rating of impcKled goods to 
the firms in particular industries. 

An anonymous proposal was put forward in the Deutsche Re- 
vue "for an issue of international bonds equal to the amount of 
the oitire annual international trade before the war, about 
1 50,000,000,000 maib. Fw example, if Ammca before the war 
sent Gennany goods valued at 3,000,000,000 marks, it would be 
obliged to accept treasury b(»ids to this amount from Geitnany. 
England, whose exports to Germany amounted to about 1,000,- 
000,000 mai^, would be required to receive a like amount of 
international bcmds. On the other hand, Germany would have to 
accq>t English and American treasury bonds equal to the total 
of their imports delivered during the pre-war year. The bonds 
would be redeemable within ten years, so that the payments for 
imports would be distributed over a considerable period and thus 
impose no excesuve burden. The bonds would be sent to tbe 
Central Note banks in the various countries, the Federal Reserve 
Bank in America, the Bank (A England in London, and the Bank 
of France in Paris. The exporters would then be paid by these 
banks." *" This scheme, like the analogous one proposed in 
En^and, is based on further inflatitm. That is, the Central 
Bank will have the right to issue money against international 
bonds. One of the difficulties is that the issuing authority, in this 
case international, has not the taxing power. 

<iii) PloHS for the Regulation of Trade 
(a) Import Monofdies 

The almost insuperable problems connected mth the resump- 
tion of foreign trade, has led Gennany, in accordance with her 
natural political bent, to turn to Government regulation. The 

"Frankfurter Zeitung, Dec. 28, 1917. 

"» Wtltkandtl, July s. 1918. 



by Google 



308 INTERNATIONAL COMMERCE 

problems of imputing are not the problems of any ungle mer- 
chant, but of the entire nation. National [voblems will be han- 
dled in a naticHul way. The price reducO(xia obtained by Ger- 
many before the war in inqwrting her ctqiper, for instance, on a 
national scale, undoubtedly lent an added prestige to the ivar- 
time practice of state control of German eoMumiic life. 

The scope, the wganization, the aims, and the results of main- 
taining central offices for raw matolals, "Rdistoffzentrale," (x 
"Einfurhmonopole," have been discussed at length.** A Govern- 
ment monopoly of the impOTtaticu and exportation of coal, 
potash, nitrates, aluminum, wheat, ores, petnrieum, oil seeds, tex- 
tile 6ha, grains, and other commodities, would be established. 
The Central OEQces for raw materials would be self-administrative 
corporations, companies of limited liability, created out of exist- 
ing organizations in the various lines of trade and industry. A 
Government <^cial would participate in the direction of the 
Centra] Office. Associations as well as manufacturers ml^^t 
become memben. If voluntary combination should fail, the Gov- 
ernment might apfdy S(Hne fonn of coercion. These organizatims 
would offer the same advantages to the industries as syndicates 
and cartels formed v(duntarily. The number of members taking 
part would have to diange from time to time. New concerns 
would be admitted so that the growth of the industry would not 
be checked. The aim of the offices would be to stabihze industry 
by diminating over-[Mt)ducUon and too severe competitkm. It 
would not be the intention to displace the economic interest of 
the individual. The activity of the Government monopoly would 
indude a control over producti<Ki and commerce, and the dimina- 
tioD of waste. It would take over the accumulation of surplus 
stores from the Government and protect and devdop the manu- 
facture of substitutes which is already established. It would pro- 
tect German consumers against ex<Mbitant prices of foreign pro- 
ducers. It would promote the exportation of German manufac- 
tures, and, if necessary, use German monc^ly oxnmodities, such 

"Dr. C^r\ Keller, in Plutiu, Jan. i6, igiS; Dr. Brandt, President of 
the DucMcIdorf Chamber of Commerct^ in Kotnitchg Zrilumg, Dec. 
6, 1917. 



by Google 



AND RECONSTRUCTION 309 

as coal and potash, In promoting esporta to countries lAdcii 
needed these goods. The end in view would be to forge a sharper 
ivef^o for Germany's commercial warfare and to make up for 
the vast burdens of unavoid^le taxation after the war by means 
<A cffident production and the specialization of industry. G«- 
many's position would be strengthened by unified purchasing, by 
lessening her dependence on foreign countries, by economizing 
in siq^Iies, and by developing the hwne producti<»i of substitute 
raw materials as aluminum for copper, air nitrates for Chilean 
nitre, nettles for cotton, etc. The Central Offices would guar- 
antee to German manufacturers steady prices of raw materials. 
These Government monopolies would assume part of the financial 
burden of the Government, by pajdng a tax on raw materials. 
This tax would be an incentive to lower the cost of producticra. 
Hie annual budget of Germany would be increased by S,ooo,- 
000,000 to 10,000,000,000 marks, a sum which cannot be raised 
by the usual methods of taxation. Any of these aims in its^f 
does not require the existence of a central monopoly. However, 
the achievement of all of them would be facilitated by such 
organizations. 

The scheme of a Central Office for raw materials was only part 
of a larger scheme of Government regulation of commerce and 
industry. The full program for the transition from war to peace, 
is as follows: 

(i) The ratire German cargo ^»ce to be put under Govem- 
meot omtrol. 

(3) The imports of raw mataial to be rationed <ki the ba»s 
of the last [Xt-war year. Import embargoes to be placed on 
certain goods. 

(3) Private individuals not to be allowed to dispose of thdr 
credits abroad, or of any property which they might use to obtain 
credit abroad. 

(4) The export of raw materials and manufactured goods to be 
controlled. 

(5) The distribution of imported goods to be undertaken by 
spedal organizations woiidng under state supervision." 

"From Pluhu, Mar. aSt 1917. 
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(b) Opposition to Government Control 

WMe Government officials and ecooomists favor the extmsioD 
of the authority of the state, merchants are not id synqiathy with 
such proposals. The executive of the Economic Committee of 
German Peace Industries ■** adopted the following res(^utic»is: 

"(i) That no new restrictions be imposed on business condi- 
tions at home, and that all existing restrictions be removed. 

"{2) That the offices for the distribution of raw materials, rec- 
ognized to be necessary during the war, be abolished as soon as 
possible, and that it be left to the intelligence and skill of the 
industrial classes to insure the resumption of former business con- 
nections, and to strike out for new undertakings. 

"(3) That on the conclusion of peace with the present enemies 
of Germany an open field should be given and the supply of all 
necessary raw materials to industry and trades be facilitated by 
means of commercial treaties. 

"(4) That manufacturers and merchants receive better sup- 
port from the representatives of Germany in foreign countries, 
that the number of consulates be increased and be filled with offi- 
cials who have a knowledge of economics, and are qualified to 
safeguard the interests of German trade, and can cooperate with 
die business organizations at home." 

Much the same sfririt underlies the report of the Hamburg 
Chamber of Commerce, which called de&nitdy for the abolJti(«i, 
as soon as peace is declared, of all Government regulations cod- 
troUing commerce, which have been introduced during the 
war." 

"The proposed government export monopoly, the Zentral-Aus- 
fuhr-Gesellschaft, is not viewed with favor in view of the experi- 
ence during the war with the import monopoly, the Zcntral- 
Einfuhr-Gesellschaft. It is the best hated of all the war organiza- 
tions. Its management was uneconomical and lacking in vision. 
It paid too much for its foreign purchases. Its system of distri- 
bution was impractical so that large quantities of goods went to 
waste. Finally it caused further increases in price.""' 

^This body, founded in 1917, met at Leipzig. 
^Hamburger ffachrickten, Dec 31, 1917. 
"* Welthatutel, Nov. aft 1918. 
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Then are other practical objections to the regulation of in- 
dustry from a Central Office. To ration imports requires a ra- 
tioning of related domestic products which are used in connection 
with imported raw materials. Then again, the rationing of raw 
materials will require the rationing of semi-Snished products and 
so oa throughout the process of production. And if finished 
goods are produced under restrictions, with the inevitable delay 
consequent, exports will be hampered. 

With respect to the centralization of foreign bills, some firms 
with cormectibns abroad might be able to obtain credit more 
easily than a central bureau would. Besides, customers abroad 
who want Gennan goods might be willing to furnish their own 
credit Similarly, while Government rationing may better utilize 
the limited German tonnage that is available, high competitive 
rates paid by private shippers may attract foreign tonnage. 

(c) The Moderate View 

A owsiderable body of opinion in Germany realizes the need 
for Government ccmtrol and also the truth that underlies the 
oi^wsition to it 

"Germany has had enough, and to spare, of bureaucracy and 
officialdom during the war. However, it will be impossible to do 
away with official control in many fields. The Government of- 
fices concerned with the transition to peace should not be a 
bureaucratic organization, but a body of experts, who with sure 
hand will efficiently guide German industiy to a peace basis," "'' 
The same attitude was evident at a meeting of representatives 
of the Reichstag, of commercial and financial circles, held at the 
new Department of Economics. It was agreed that efforts would 
have to be made to maintain the greatest possible freedom of ac- 
tivity for Gennan commerce, but at the same time it would have 
to be limited during the period of transiticm by a restricrion 
of imports to the indispensable minimum, and foreign countries 
would have to be prevented from drawing upon the credit and 
capital of Germany.** The views of the moderates on the sub- 

'^WtUhandel, Feb. 15, 191R 

" Reichsatueiger, Feb. ri, 1918. 
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ject of GovenuDent coatnl may be summed up in the program 
of Max Haller, directM* of Uie Siemaia-Schuckart Electrical 
Wwks, Berlin: 

"(i) Subject to regulation, the available German tonnage 
should be put under Government control up to a limited per- 



"(2) Preference in in^xHrtation should be given to those gooda 
which are to be made up into exports, and to diose which have 
already been paid for before the war. 

"(3} Credits should be centralized in the Foreign Bill Bureau 
so as to avoid sudden fluctuations of exchange. However, the 
hands of commerce must not be tied and in case of need credits 
must be put at the disposal of the owner by the central bureau. 

"(4) Goods that are imported in neutral vessels or in the nu- 
restricted German cargo space must be at the free disposal of the 
purchaser. 

"(5) The importation or manufacture of luxuries should be pro- 
hibited. For home conaunqition substitutes should be encour- 
aged."" 

Professor Vin Schulze-Gavonltz, althou^ he dts as a radical 
deputy in the Reichstag, bdieves that the "[nindple vfwn which 
reconstruction shoidd be based is a judicious cixnbination of 
state socialism and inivate entetjxJse. Things will not be able 
to go on without state mon<^y. Small traders oxning bade 
from the front will be tmable to resume their business without 
sc»ne assignment of raw material. The small trader must receive 
his share by the intervention of the state. So long as our chQ- 
dren are without shoes, lounge chairs must not be covered with 
Ieath». So long as our housewives have no dress materials 
and sewing cotton, our cargo qtace must not be taken up with 
articles of luxury. Cargo qiace is needed, but a shipfHUg syndi- 
cate must not be allowed to impose excessive freights and e:q>Ioit 
tlfe needy. Some state authority must exist. But we cannot 
agree with the Socialists, who would perpetuate ndiat must be a 
transitory r^me,"" 

'Plutus, March a&, 1917. 

"Quotation from a ddiate in the Rdchstag on the newly created 
Department of Economics, in the New Yoilc /ounal of Commeret, 
June 7, 191& 
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(iv) Trade Promotion PoUdes 

Germany has been cut crff from the world for four years. Its 
most presung problems to-day are concerned with the resumptioi 
of trade relations. However, the question of promoting foreign 
commerce, which was pushed so energetically and so scientifically 
bef(»e the war, has recdved a great deal of attention. A trade 
propaganda is to be launched. Inf(»ination about foreign coun< 
tries is to be made more accessible and more widespread. Ger- 
man influence is to be extended. Chambers of commat:e are to 
be f^iened abroad. Tbe t^dal support of trade is to be strength- 



(a) Sodtiks for Trade Information and Trade Propaganda 

The means of collecting foreign-trade information are various. 
The German overseas service is a society with a capitalization of 
5,000,000 marks. The objects of the "Ueberseedienst" is to create 
an inftumatiim service in foreign countries with regard to Ger- 
many and in Gennany with regard to foreign countries. The 
service will be concerned with the aspects of politics and 
economics that are intimately connected with commerce. A bul- 
letin written in five languages will convey information about Ger- 
many to the foreigners. Furthermore, the society will co(q>erate 
with the German Photographic Society, founded in 1916, to di»- 
seminate views of Germany that may interest the foreigner. 
Moving pictures are to be used in this connectioiL" 

Another method of ^Heading information about Gamany 
is by the formation of an organization somewhat similar to the 
Lloyds, called Transozeans, G. m. b. H., and another called 
Seedienst. Again, several industries have arranged to hold ex- 
hibitions of German goods abroad, so as to acquaint the f<M«gD 
public with the products of German arts and to develc^ a mar- 
ket for German goods. The Germans have also been very active 
in publishing foreign trade papers, of which there are about uxty 

' Espana Economica y Finaneiera, Madrid, April 13, 191^ quoted 
in Comiturcf Reports, June 19, 191S. 
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private and ten official publications. The Deutsdie E^xnt Revue 
plans to eztrad its activity and after the war will ai^)ear in a 
dozen languages. 

As an additicnal means of spna^ag German influence, the 
educatioaal budgets have been increased, despite the ex[>ense& 
of the war. Technical education in the modem languages forms 
the ba^ of the change. Whereas before the war only French 
and English were obligatory in the German schools, during the 
war Spanish, Danish, Swedish, and Norwegian, and even the 
Oriental tongues, have been added to the list of languages whose 
teachii^ is to be actively fostered. It is planned furthermore to 
onploy in the German fordgn trade those Germans who were 
residents of foreign countries, to work up trade in neutral or 
enemy countries. The two organizations which aimed to keep 
alive the German ^irit among Germans rending abroad are the 
Verein Deutscher Staatangehoaige im Auslande, and the Verdn 
fiir das Deutschtum im Auslande. Assodations of this character 
sometimes confine their aims to specific countries, as the society 
for the Creation of German Technical Schools in China, and the 
Society of Booksellers for the Spreading of German Means of 
Instruction in China. Again, them are special societies for the 
study of foreign countries, such as the Society for the Study of 
RuSMa, the Central Association of TVade Geogr^y and for the 
Fostering of German Interests Abroad. Tli^e is also a Society 
for the Fostering of the Spiritual Relations of Germany with 
Foreign Countries. There are also various trade instituti(»s sudb 
as the German South American Institute and the Institute for 
Ocean Commerce and Worid Eomomics. 

(b) The CetUrat ImtitMe for Foreign Trade 

To avoid duplication of effort in the ptomottcm of foreign 
trade the consolidation into one assodatiwt with subsidiaries of all 
bodies that have this common end has been recommended. A 
commission representative of all the organizations would direct 
the Central Institute for Foreign Trade, the Auslandamt. The 
institute would have a caitral office, with a library and exhibiti<Mi 
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nxHn, and with organized advisoiy and executive bodies itpre- 
soited OD its committees. It might even form branches abroad 
to guide the German manufacturer as to the needs of the fcovign 
consumtf. The activities of the Auslandamt would be (i) to 
compile the laws and regulations regarding commerce, industiy, 
mining, ship[HDg, taxes, duties, patents, samples, and trade- 
marks; commercial treaties; foreign official and commerdal finan- 
cial statements; statistics of trade and commerce; a register of 
purchases and sales; a list of foreign attorneys and a bibliography 
of commerce; (3) to Issue Informatini regarding tariffs and du- 
ties; means of communicaticsi and rates; education and technical 
papers; (3) to establish information bureaus; technical institutes 
ot commerce; a warehouse for samples and for the oi^anizati<xi 
of exhibits. The proposed association would also establish in 
foreign countries schools, German associations, educational insti- 
tutes, and connections with various foreign assodatiwis, and 
would maintain a card index of Germans living abroad. 

(c) Export Associations and Syndicates 

Companies have also been formed to develop foreign trade. 
Such is the Foreign Trade Company, Limited, with central of- 
fices in Hamburg, and a capital of $35,000,000. The object 
is to develop export industries, shipping connections, and finan- 
cial undertakings abroad. In addition to the Foreign Trade 
Cconpany, Limited, there was also formed an Ausfuhr Gesdl- 
schaft m. b. H., which is an amalgamation of syndicates to pro- 
mote exports during the transition period.'* 

In addition, the various branches of industry are fonning in- 
dicates for the development of foreign trade. This has the sup- 
port of the Government. The Association of German Ironmas- 
ters is typical of this group." 

'BHtisk Board of Trade foumot, July 4, 1918; New York Timet, 
Dec. I, 1917. 
" W^etthandel, May 31, 191& 
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(d) Chambers of Commerce Abroad 

In addition to the policies mentiooed above, German merchants 
are advocating tlie use on a more eztotded scale of chamb^s of 
ooasoitxcs, 

"Well organized chambers of commerce benefit both importers 
and exporters. A consulate, no matter how efficient, is unable 
to accomplish the same result It can never get rid of its official 
character. Whoever deals with it deals with the state itself. It 
is precisely this officialdom that the business man desires to avoid. 
The individual agent cannot take the place of the chamber of 
commerce. He cannot view matters objectively. He represents 
the individual trader and not trade as a whole. Accordingly, the 
alternative is a combination on a cooperative basis of business 
men. Great Britain founded the first chamber of commerce abroad 
in 1872, at Paris. Since 1883, France has maintained about thirty 
chambers abroad. They were established by Government sup- 
port, especially in the eighties. In 1914, Italy had 21 chambers 
abroad. The United States established a chamber at Paris in 
1898, in Brussels in 1899, and in Berlin in 1903. Sweden and the 
New Poland both contemplate establishment of chambers of com- 
merce in Switzerland. German chambers of commerce abroad 
always failed, because they were merely advisory councils to the 
consulate. The German chamber at Brussels, founded in 1894, 
came to an inglorious end in 1905. The Bucharest chamber, 
founded in 1902, survived only three years. The reason for its 
failure was that it had differences with the consulate." * 

Seva^ chambers of commerce in East Germany combined to 
establish a Joint chamba of commerce in Poland. This repn- 
snted 84 bade bodies, and was to aid in the introductim of 
German wares throu^ exhibitions in which particular atteatitui 
was to be given to the needs and tastes of the Polish people. 

(e) The Commeraal IiUdtigence Servke 

Id imitation of the reform of the British commercial iatdli- 
geoce service, Germany made prqurations for the imiHt>vemetit 
and develc^xnent of her own service. This wwt is to be carried 

* Board of Tradt Jowval, June 13, 191S. 
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cm by the new Ministiy of Economics. It is the goend hope 
In Germany that there will be the same "cwnprdiensive refcHin 
of forrign commercial representation as vas carried through by 
the United Kingdom." Consular of&cera are to be drawn ezclu- 
tivdy from her own citizens. One paper, the Weser Zeituag, 
seriously suggests that "many efBdent business men, who have 
been ruuied by the war, would be glad to take up work in the 
consular service. Thdr business experience and thorou^ knowl- 
edge of commerce particularly fit them fw this service." 

C. The German Attitude on a Poticy of Exdwim by the AlUes 

All classes of GCTman o[HnioD are o[q>osed to any iom of 
econ(»nic war. Indeed, tbey go much further and oppose not 
only [Hvferential agreements between the Allied powers, but also 
preferences between the mother country and the colonies. They 
fear the effects on German industry of the ezecutitm of the Allied 
pdicy. To support their view they present political and eccHiomic 
reasons why these policies should not, indeed cannot, be put into 
effect. But in addition to opposing in the press and the forvtm 
an eamomic war, Germans have devel<^>ed a series of counter- 
measures, with which th^ expet^ to resist the Allies in the 
threatened economic war. 



(i) The OppoiHiM to Economic Warfare 

(a) The Fear of Its Disastrous Effects 

The leading merchants of Germany have stated time and a^io 
that Germany's portion in intenati(H)a! commerce d^>ends upon 
the su[^ies of raw materials obtained frcxn the Allied coun- 
tries. The basis of their econ(»nic life lies in the control of otho* 
powKS. They admit that the withholding of the necessary raw 
materials fmn Germany would deal a deathblow to her indus- 
tries. Gomany fears not only the resolutions of the Paris Con- 
foence, but even if these are unlikely to be realized, Germany 
still would have to leduin with the ill will oi her numerous ene- 
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mies ^o constituted bef«e the var tlie st^^en of her raw 
materials and the bnyetB of her finished (Hroducts. "Bdund 
every exchange of goods tiuxe are intangible considerations. No 
treaty of peace can guard Germany against the rejection of her 
wares, even without any breach of the letter of the treaty. The 
cultiimtion of the world's good will is essential lor recon^nic- 
ti«L"" 

Cotton and tobacco came from America, cc^ee from Braial, 
wool from Australia, and British South Africa, and oil seeds from 
British West Africa. The war was won thnHig^ the AUied coatitd 
of raw materials. In a similar way, the after-war commeidal 
competition will be disastrous to Germany if she has not free 
access to the necessary raw materials. She wOl be unable to 8iq>- 
port her population and may have to send her surplus pc^Milati<Hi 
out of the country." 

President Fabarius, (^ the Bmnen Chamber of Conunert^, 
said "that the conclusion of a peace, e^>ecially as regards Eng- 
land, which contains a possibility of the prosecuticm by the En- 
tente of an ea»ic»nic war after the war, would mean the ruio 
of Gennany." ** Similar sentiments were expressed by Kari 
Helfferich, in the Neue Wiener TagebUM: 

"We should be most stupid if at the conclusion of peace we 
let our enemies put around our necks the silken rope of ecmomic 
war." 

"The spirit of economic nationalism whidi is abroad in Europe, 
especially in England, is particularly grave In vi^ (A the uni- 
versal scarcity of raw materials." ** 

But not only the withholding of raw matnials or thdr dis- 
tribution under restricticms is a source of omcem. More than 
that, the Germans fear that the Entente countries, and particu- 

"Von Schulze-Gaevernitz, in the Reichstag debate. 

"IVelthandel, Feb, is, 191& 

"Hamburger Nackricktm, quoted in New York Journal of Com- 
merre, Feb. 8. igA 

" Prof. Von Schulie-Gaevemitz, in an address before the Rodutag, 
quoted in New York Times, May 14, 1918: Journal of Commtrte, Jtme 
7. 1918. 
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lariy Great Brit^, will cmtrol i»ices to their own advantage, 
and to Germany's hurt 

The mudi vaunted German mon<qx)ly <x semi-monopoly in- 
dustries, as potash, zinc, sugar, dye, and potatoes, are inadequate, 
it is admitted, to compel the granting of concessions to Ger- 
many. Her citizens realize that with reference to all of these 
Great Britain has either devdoped home sources of suf^y dur- 
ing the war, or else will be able to import indirectly, through 
other countries, the ctxnmodities in which Germany specializes. 
Furthermore, even as to potash, should the Alsace output be 
insuffident, Germany could not prevent Great Britain's getting 
the German product through Holland or Denmai^.^' 

However, de^ite the effect on Germany of the restriction of 
the 9UK>ly of raw materials by the Allies, the opinion is expressed 
from time to time that there is no danger of any economic war. 
For instance, a writer in the Frankjurter Zatimg points out that 
tariff will for a ItHig time to come be of comparatively little 
importance, because of the diminished productivity of the na- 
tions and the exhaustion of the supply of raw materials. Fch* 
this reason, it would be necessary to secure definite quantities 
of raw materials by the terms of the treaty as well as to secure 
most favored nation treatment. The same thought is «q}ressed 
by Voa Schulze-Gaevemitz, who says, "I do not attach serious 
importance to the threatened economic war after the war. The 
hunger for goods will overcome every other consideration. Goods 
will be bought wherever they are to be found." This optni(»i, 
however, is by no means universal. Herr Von Stein, Secretary 
of the Department of Economics, stated, 

"We must not treat this matter too lightly. We must reckon 
with the possibility, even the large probability, that a war in the 
economic field will continue without regard to the treaties of peace. 
Our enemies will not again live in peace and friendship with us. 
They have threatened us with economic war. They will want to 
carry it out," 

" Dr. W. Goett, Vossitcke Ztihmg, quoted in Jounui of Commerce, 
Oct 31, I918- 
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(b) German Skepticism about Economic War 
(i) Economic Diffictdties 

Gennan economists have presented many of the difficulties, 
both political and economic, of a "war after the war." For in- 
stance, one of them points out that "not the downfall or adver- 
sity, but the rise and progress of its neighboring powers, is nee- 
essaty to any nation's welfare. It is an extremdy primitive 
and naive notion that a nation benefits econmnically by destroy- 
ing the commerce of another. The past generation, which lived 
in a period of increasing wealth, has proved the o{qx)site to be 
true. The war itself has completely refuted the ideas of the 
mercantile era in economics. Not from the repression of Ger- 
many, but indeed from its expansion did the other nations derive 
their greatest benefit. The lessiHis of the past should be a guide 
to the future." *• 

The difficulty of cutting out Germany, either as a buyer or 
a sdlo*, is pointed out repeatedly: 

"It will continue to be necessary for English colonies to export 
their products, if only to meet the interest on their indebtedness. 
Since there is a limit to the absorbing powers of Germany's oppo- 
nents, the excess of the export of raw materials would again find 
its way to Germany. Then, again, the need for goods for the first 
few years after the war would be so great that people would be 
glad to get them in any way and from any source possible. Dur- 
ing this interval, the national hatred of Germany would probably 
have cooled down considerably. Further, Germany would be 
needed as a producer. The producing capacity of the Allied coun- 
tries is not unlimited. They would be unable to manufacture 
articles which they hitherto procured from Germany without 
neglecting the special lines in which they excel." " 

"England cannot take the place of Germany as a producer of 
specialties, and of certain classes of goods. Nor can England 
permanently displace Germany as a buyer of colonial raw mate- 
rials. The English colonies cannot do without us either as buyer 
or seller. Furthermore, it is doubtful whether the English pro- 
ducers can do without Germany, their best customer in the years 

"Prof. Franz Eulenberg, in the BerK»er Tafftbhtt, Apr. a, 191& 

'Franz Euleoberg, Welthandel. June 9, 191& 
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of peace. Gennany, on the other hand, can exclude England as a 
broker between Gennany and the British colonies if England 
surrounds herself with a tariff wall. Before the war we were 
strong enough for England, and after the war our prospects will 
not be worse if England does violence to herself."" 

(3) PoOtkal Diffiadtks 

In additicHi to the eccwomic difficulties, there are equally seri- 
ous political obstacles to the realization of a. program of economic 
war. So radical a departure from the traditional policy of free 
trade in Great Briton is bound to cause political dissension with- 
in the EmiHre. The commercial classes whose pro^ierity was 
built up on the pre-war basis of free trade will oi^>ose any change 
sharply. Then again, the growth in power of the Labw 
Party will constitute a new influence t^qxieed to economic war 
and to increases in the cost of living, which must result from a 
tariff. Though the ideas of Chamberlain favoring a closer unicm 
between Great Britain and her colonies have been fostered by the 
war, yet the eSect of the radical labw movements in eastern 
Eun^ is to strengthen the Laborites and Liberals who favor 
a policy of conciliation of the enemy and who are (qqxjsed to 
any war after the war.** 

But the political difficulties are not only internal. Indeed, the 
international political difficulties constitute a far graver obstacle 
to a scheme of preferences. The Allies would be alienated by aay 
plan of imperial preference, and the neutrals would jsotest 
against a policy of inter-Allied preference. 

"Every all-British customs union is fraught with danger, for it 
clashes with the interests not only of neutrals, but also of Britain's 
Allies. It is true that neutrals are promised preferential terms as 
regards Germany. But from the standpoint of customs tariffs, 
they will always be at a disadvantage as compared with England, 
on account of her vast overseas dominions. Neutrals will also 
be at a disadvantage as compared with the British Colonies on ac- 

" Cologne Gaxetti, quoted in JourfuH of Commerce, Oct 14, 1918. 
•Max Schippel, in the Sosialisfische Monatskeiie; Von Schulie- 
Gaevenittz's address in the Reichstag. 
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count of the enonnous demand of the British market Think what 
this means, for example, to the Argentine, with her exports of 
wool, meat and grain, or to Holland, with her exports of colonial 
produce and agricultural and industrial home products. The same 
objection holds good to countries which are allied with England. 
It holds good for the United States. Not only in the Canadian, 
but also in the Australian and South African markets the United 
States is an industrial competitor of Great Britain. Furthermore, 
America ts a rival of Canada and Australia in the British and 
colonial markets with regard to agriculture, forestry and fisheries. 
The United States could retaliate in restricting the British compe- 
tition in the Philippines and other insular possessions. Is the 
United States under such conditions likeiy to view with indiffer- 
ence the preference given to British industries and to the produce 
of British colonies even if some slight differential treatment as 
against Germany is afforded the United States by placing higher 
duties on German goods intended for the British home or cola* 
nial market? The same objection holds for Britain's allies on the 
continent of Europe, France, Italy, and Russia. No treaty of 
questionable profit to them would ever compensate these coun- 
tries for the actual losses incurred." ** 

From masy points of view the most serious objecti<n that 
Gamans see to the scheme of imperial preference is that it wotild 
"uodermine the security of Britain's all too extensive po98essi(H)s 
and weaken her position as a world power." Great Britain's 
position in international C(»nmerce was built up on economic 
free trade and political liberalian. The equal access of all na- 
tions to the markets of Great Britain and of her colonies virtu- 
ally OHistituted Great Britain the trustee rather than the owno* 
of her possessions. As trustee for the world, in charge of the 
dominions and crown colonies, Great Britain's rights rested od 
an unimpeachable basis. As a moncpolist of the (q)p«tunities 
and privileges of her far-Supg possessions, Britain loses all the 
strength of her pre-war position. Indeed, she invites an anti- 
British alliance which must ultimately include all the n<Hi-British 
world. Commercial discrimination is a boomerang. The pm- 
war experience of Great Britain vindicates a policy of eccKiomic 
eqoality and political liberality. To embark upon a policy of 
■ WtUha»del, Aug. 23, ipiS. 
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discrimination is to saU into a sea of tronble, which may have 
ill results tot the safety and integrity of the British Empire. 

(ii) German Measures to Combat Economic War of the Allies 

Germany, hcmever, has not contented herself with proving the 
impossibility or pointing out the difBcuIty of an economic war. 
With reference to imperial preferential tariffs, the Vossiche 
Zeittmg says: 

"This means a victory of impcrialiam in the domain of eco- 
nomics, and renders an economic war unavoidable. While this de- 
cision has been arrived at before the Central European negotia- 
tions have assumed definite shape, the German government has 
already taken the plan for economic war into account, and has 
forged the necessary weapon to counteract it." 

The measmfs contem^dated are both eccmconic and political, 
and cover internal as well as external policies. 

(a) IfUermd Policies 

The internal policies to combat the Allied eomtMnic warfare 
are, in the economic field, the develoi»nent of substitutes, and, in 
the political fidd, the democratization of Germany. In order to 
hasten the restoration of stable conditions in commerce, Ger- 
many will strive to beoxne as independent as possible of over- 
seas tranqiortation. She looks forward to increased trade oa the 
continent of Eurc^, particularly toward the east. Furthermore, 
the devdqnnent as far as possible of substitutes to talw the 
place of overseas imports coupled with the strictest economy 
in the distribution and consumption of the necessary minimum 
of imports, will, it is expected, aid in breaking down the s^iit 
of ecoDMnic warfare against Germany. 

"If England and her colonies were made apprehensive that Ger- 
many would render herself independent of their raw materials, 
they would soon reci^^tzc the foolish and suicidal nature of their 
commercial policy. In the long run they would not be able to 
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dispense with the Germans as cnstomers, hcmerer much they 
might try to delude themselves as to this fact" ' 

Hie value of democratic institutions in Germany as a means 
of disanning the pn^xHients of eccHKMnic warfare, has been fre- 
quently espressed. 

"Nothing has so estranged the world from us as our former sys- 
tem of government Every business man who has lived abroad 
has learned for himself that in this system of government lie 
rooted the want of sympathy and the mistrust which have con- 
fronted the German trader everywhere. There can be no doubt 
but that the political readjustment now in progress possesses great 
economic importance. It is bound to make it easier for the Ger- 
man trader and for German goods to get back again into the 
world."" 

(b) Extemat PoUdes— Economic and PoUticttt 

The external pt^des that Germany ^aos as a counter measure 
to the Allied scheme for an ecCHKxnic war are also economic and 
political. The economic policies include the utili2ati<m of the 
so-called compensation industries, trading under a neutral dis- 
guise, the fostering of trade relations with neutrals, and the 
"Drang nach Osten." The political policies include the advocacy 
of the c^n door everywhere, the abolition of dumping and the 
abandonment of the Mittel-Europa fAan, the development of 
new alliances with non-British countries, and the univenal iqipli- 
cation of most favored naticm treaties. 

(i) "CompatuOiot^' Industria 

During the war Genoany was able to coerce the nd^boring 
neutrals by means of withholding coal, iron, chemicals, and other 
commodities over which Germany had a natural or a technical 
monopoly. Because of her success in this direction during the 
war Germany expects to utilize as a means of reprisal those in- 
dustries which in times of peace might be ccmsidered "con^wo- 

"G. Munch, Vosskht Zeitung, Feb. 17, 191S. 

" Prof. Von Schulze-Gaeveniitz, id. 
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satioa" industries, like the manufacture of dyestuffs, diemlcala, 
high-grade steels, and electrical goods. To increase the effective- 
ness <^ this means of retaliatim "manufacturing secrets must be 
guarded, and skilled employees prevented from emigrating, Be> 
trajral of trade secrets should be made a punishable crime. Fot- 
eigners should not be admitted to German colleges." ** 

"That Germany has the means of forcing her opponents to 
giant her equality of economic rights is obvious, when it is re- 
membered that America requires German potash for her agri- 
culture, German chemicals and dyes, medicines, orthopedic aod 
surgical instruments, Solingen steel, etc." " 

Many Germans, however, have attempted to disillusion th^ 
countrymen as to the ^cacy of the German "compensaticm" in- 
dustries, or monopoly commodities. With the exception of pot- 
ash, these cnnmodities may be produced in any other countiy 
where the skill and craft knowledge were developed. During the 
war this was actually done and the much vaunted German spt- 
dailies, like dyestufb, c^cal glass, chemicals, hi^-grade steels, 
and dectrical goods, are now b^g [noduced in volume exceed- 
ing the home requirements in Great Britain and the Unitei^ 
States. The economists ^o have retained a true pei^jective 
repeatedly advise thdr fdlow Gennans that thrir "compensaticHi" 
industries are broken reeds, unsuited fw the eaKKxnic coerdon 
of the non-Germanic powers. 

(3) Trading wider a Neutral Disguise 

Realiang that the military clique has left a legacy of hatred 
of the German, the mercantile classes have concdved the i^an 
of using neutral intermediaries as their sales agents. There 
seems to be no fear of the open trade war outlined at the Paris 
Eomoroic Conference. There is, however, a fear of & silent and 
unofficial hostility. The hatred of Germany will restrict Ger- 
man foreign trade. Furthermore, the En^ish and French have 

•Adolf Vonberg, Wirtschoftztitung der Zentralmaeckit, Aug. 31, 
1917. 
"WtlthMdel. June i, 191^ 
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during the war adcqited Gaman organization and German meth- 
ods td production. 

"Owing to the hostility against Gennan goods, German trade 
will have to go through neutral hands, thus increasing its cost and 
the danger of its imitation by neutrals. No moral scruples should 
deter us. And we should not hesitate to apply any method until 
the market will reaccustom itself to German products. It is a 
duty of every exporter to renew his connection with neutrals and 
remove from his goods all signs of nationality. Since the neutrals 
must be agents, they should be well treated now as welt as after 
. the war." " 

A report of a CtKninittee on Trading witli the Enemy, ^>- 
pointed by the British Board of Trade, gave as its finding the 
fact that foreign traders have habitually substituted British 
names fcH* thor own, f[« the pupose of misleading their custom- 
ers into the belief that they were dealing with British principals 
instead cJ aliens. The free choice of titles which jdnt stock 
companies enj<^ed also oiabled foreign traders to conceal thdr 
naticMiality and to acquire whatevn advantage may accrue to a 
business from a(9>eaiing to be British.'^ Not only before the 
war were national names and emblems simulated, but during the 
war it was said that Switzerland was used as a base fw distribut- 
ing Gomao goods in Allied countries. The device was either 
to marie the goods with imitation British and Frendb trade- 
tuai^, or else to establish fictitious Swiss companies iriiicb would 
act as a blind for the distribution of German goods. Then again, 
neutral factories were bought up by German interests and the 
teal ownership concealed."' 

The neutnds have not remained passive to this invasicm of 
Aeir rights. To counteract these schemes Swiss merchants have 
ftxined the S. P. E. S., Syndicat pour L'Ezportation Suisse, the 
object of which !s to promote the expectation of genuine Swiss 
products. The national mai^, "S. P. £. S.," will indicate that 

" Adolf Vonberg, WirtschaftseUung dtr Zentralmaeehtt, Aug. 31, 
1917. 

"/mfTNoI of Commtrce, Aug. 17, 191& 

* New York Timet, April 30 and May 13, 191& 
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the goods so mailed are products of the Swiss soil «* of Swiss 
industry. MembeisMp in the S. P. E. S. is confined to native 
bcKii citizens and to those who have been naturalized at least 
ten years." Denmark and Sweden have likewise taken steps 
to thwart Gennan efforts to ex^oit neutral good will toe the sale 
of German goods. Sweden has a law which requires all enter- 
prises in Sweden to be managed by Swedish oSan. 

(3) Fottermg Trade wkk Natinh 

Realiiing the difficulty of pmnptly reestablishing trade rda- 
tions with the Entente countries, Gennany takes [diilosoi^c 
solace in the fact that "extensive forriga trade is only a means 
to an end and not necessarily a agn of flourishing c(xiditi<xi. 
We must adopt the attitude tbat our interior econcmc life is ao 
strong that we can begin the woi^ of reconstruction without 
artifida! help." " Furthermore, the less hostile mai^ts in nen* 
tral countries are to be cultivated more assiduously than ever. 

"That Gennany should be confined to her home markets is ab- 
solutely out of the question. What paths for her foreign trade 
will be first available after the war? It is feared that our com- 
mercial relations with England and France and their colonies 
will be for a long time confronted with difficulties. To compen- 
sate for the restriction of trade with them, Germany must turn 
to the neutral countries, particularly South and Central America. 
There can be no doubt that these fields are most fruitful for oar 
export trade. They are in a position to supply us with nearly 
all the raw materials which we derive from North America. Wa 
can get saltpeter, India rubber, linseed oil, grain, wool, and meat. 
If the British colonies refuse to supply Germany with wool, it can 
be obtained from the Argentine.' Indian jute can be replaced by 
nettles. British rubber will give way to the Brazilian product. 
The neutrals will be not only a source of raw materials, but a 
market for our products. After the return of normal conditions 
our products will be sold at home at comparatively low prices. 
Conditions in neutral foreign countries, especially overseas, are 
different They have received high prices for their goods, and 

"Commerce Reportt, July 12, 191& Article 274 of the Treaty of 
Peace with Germany prohibits the use of deceptive maridngs. 
* Prof. Paul Kodi, Duesseldorftr Central Anatigtr, Dec. 3i, I9t7< 
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after the conclasion of peace they will enjoy a great demand for 
their products upon the part of the former belligerents. Exports 
of neutrals will increase so that they will be able to import more 
than during the war. Furthermore, durit^ the war imports into 
South America were restricted. These countries have an accu- 
mulated demand and will be in a position to satisfy it. Therefore, 
we can expect to receive from them better prices than we can 
obtain at home. A large export trade with neutral countries wtU 
be a question that will vitally affect our national welfare."* 

"Before the war Germany's exports to the northern neutrals 
exceeded her imports, whereas in the case of England the reverse 
was true. England has been their best provision market during 
the war. In the future the industrialization of Sweden will bring 
her into competition with Germany and spoil her markets there. 

"Purchasing power in the neutral countries has increased, as 
indicated by the profits of shipowners and merchants and banks 
and by the war taxes. Industry will develop further but they will 
still depend on Germany for much. To buy they will have to 
place their capital at our disposal. We shall need their credit 
in our economic reconstruction. We must buy more foodstuffs 
from ibtm after the war. These went to England chiefly because 
of her open markets. We must alter our protective agricultural 
tariff. To export more to them wc must buy from them."" 

(4) The "Drang tuck Osta^ 

Even btfore the war, there was an influential dement in Ger- 
man commercial circles that strove to align Germany with the 
eastern powers. Indeed, it was out of this tendency that the 
Mittel-Europa scheme arose, and that the alliance with Tuik^ 
was formed. The liberal dements strove for an tinda^tanding 
with the western powers. The military group worked fix a union 
with the eastern. The "draog nach Osten," 01 the pressure 
at urge toward the east, assumed the form of the four-power 
group that constituted the Teutwiic alliance. During the war, 
tentative plans for continued action along these lines were 
formed. The German-Austro-Hungarian Economic Unim in 
Germany, and the Austro-German Economic Union in Austria, 
were outgrowths of the same tMidmcy in planning for after-war 

"Deutsche Kultur, DU WtU, Nov. 2, 1917. 

* WtrUchaftseitung dtr Zenlratmaechu, August 31, 1917. 
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conditicHis. True, the revolution in Russia and the collapee of 
the Teutonic alliance have upset mudi of the physical basis for 
this tnovemait. However, certain geogr^hical consideraticms 
lend straigth to plans for an extensive community of inter- 
ests between Germany and Russia. In 1912, Germany did 
one-tenth of her total foreign trade with Russia, importing bai^ 
ley, $75,000,000; pine timt}er, $46,000,000; wheat, $33,000,000; 
seeds, $21,000,000; metallic ans, $20,000,000; eggs, $16,000,000; 
flax, $15,000,000; butter, $13,000,000; and oats, $13,000,000. 
The exports of German goods to Russia for the same year in- 
cluded cloths, $6,000,000; leather, $4,000,000; automobOes, 
$3,000,000; dectric lamps, $3,000,000; motors, $3,000,000; 
metal woridng machines, $3,000,000; glazed leather, $3,000,000; 
house and kitchen utensils, $3,000,000; sewing machines and 
parts, $2,000,000; iron plows, $3,000,000. A densely populated 
and highly industrialized Germany bordering on a more sparsdy 
settled and agricultural Rus^a must, in the nature of the case, 
be tied into an intimate economic relationship with her. Exdu- 
sim from the markets of the west trill undoubtedly reenforce the 
natural tendency for a close economic imion. Furthermore, dis- 
organized Russa is no longer in the Entoite and would be en- 
tirdy unsympathetic to any scheme of discrimination against 
an enemy of the Entente. If we add to this the natural sym- 
pathy that would prevail between two countries in economic dis- 
order, or, two countries being restored under radical political 
and social conditions, the post-war significance of the old "Drang 
nach Osten" movement becomes E4)parent. In view of an alli- 
ance between two countries, Germany and Russia, both c(»i^d- 
ering themselves victims of Allied power, the economic boycott, 
inter-Allied preference, or inter-imperial preference lose their 
terrors. Indeed, these measures may hasten the exclusive ex- 
ploitation of Russia by Germany, or even a socialistic develop- 
ment of the natural resources <of both countries in the interests 
of the masses. 

To foster trade with the Near Eastern countries, Germany 
founded the East European Institute in Breslau for the purpose 
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of DUkiDg a more thorongh study <A Germany's eastern neigh- 
boiB ip prepaiation for closer economic relationship.'' 



(S) A Liberal and Open Tariff Policy 

Whether liberalism b a geouine attempt to give expres^on to 
the will of the German people, or whether it is merely a commtf- 
dal maneuver upon the part of Germany to al^ herself with 
the political tendencies dominant dsewhere, the fact remains 
that GermaD economists realize that corre^wnding to democrati- 
zatioD iDtemally a liberal trade policy is necessary. As Schulze- 
Gaeveniitz sees it, "If Germany seeks equality of treatment, she 
must abandon the practice of dumping which was so bitteriy 
resented abroad." Furthermore, G«many stands firmly opposed 
to the pnqwsed trade discrimination. One writa calls -aptm 
Gomany to abandcKi the Central Eun^ idea and stand out as 
the iqiponent of England by chan^ioning the policy of the open 
door, now an anti-English principle. In this attitude she will 
undoubtedly have the su[^XKt of the neutral states and others 
who under the plan of Imperial or inter-Allied [M'eference would 
be less favored than British traders themselves. The advocacy 
by Germany of the open-docH- principle is conditimed primarily 
upon the rejection of any scheme for trade [x^ference between 
Gennany and any other country.** 

Two main principles proposed by Germany for dealing with 
the question of commercial policy aftn the war are: 

"i. That the most important and essential agreements ctm- 
tuned in the text of all the existing commercial treaties should 
be embodied in a homogeneous international commercial treaty, 
which should eitho- be included in the peace terms or concluded 
concurrently with them. 

"2, That in regard to all points not included in the treaty, 
e^>edally tariffs, the status quo before the war should be restored 

"/oM-Mil of Coinmercf, OcL ag, igiS, quoting fforddntlsche Allge- 
pteitu Zeilitng of Aug. 25. 191& 

■ Max Sehippel, Sosialistuthe itonatshefte, Aag., 1918; WtUhondtl. 
Aug. 33, 191& 
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and declBFed binding for some yeais, in order that the varioos 
peoples may at their leisure be able to rest<x% their business ccm- 
nections with their foreign customoa undw the conditions to 
which they were accustinned before the war, and prepart grad- 
ually those alterations in tariffs which changed conditions m^ 
have imdered necessary.** 

The attitude of oEScial Gennany was expressed by Von Schulze- 
Gaeveniitz in the Reichstag, who thou^t that the mily basis 
for the reestablishment of intematitmal a»nm«xe was the most- 
favored-nation clause interpreted to mean an absolute and un- 
qualified equality of treatment of all the nations, or the rejectlai 
of the scheme of intentatiooal discrimination (» preference. 

"The most important war aim, not only for Germany but fw 
all nations interested in world econcHny, is an equal place in 
the sun for everybody. Gennany should declare its readiness to 
organize an international authority that would be charged with 
securing the honest observance of the most favored nation rule. 
Our declaration in favor of such a plan will be sopprnted by all 
those who are hostile to the policy of exclusion. However, if we 
pursue this policy thai the triple tariff system goes by the board 
and with it the possibility of cnidliating our allies by means 
of ^)edal preferences. The whole world must be told tbat Ger^ 
many does not claim any trade preferences, and that all she se^ 
Is equal rights for all nations and the maintenance of her 
position." •' 

(6) An Atai-BrUish AOianee 

But a wcn-ld-wide liberal trade policy is not the scde idlaiice 
for checking anti-German trade policy. Some writo? hail bade 
to the trite device irtildk was revealed In all its treachery in the 
famous intercepted cable of Under-Secretary Zimmennann to 
Mexico and Japan. Bemhard Demburg, writing In the Btrtmer 
Tageblatt, assumes that there is a tension between Great Britain 
and Japan over the Indian Ocean. He revives the yellow peril, 
first onjured up by the late All Highest War Ixnd. He says 

"Dnttsehe Autitnhamdtl, June aa, 1917. 
" Op. cU. 
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that while thne sre conflicting interests between the Mongcb 
and the Anglo-Saxons, there is no such feding between the Cen- 
tral European and the Far Eastern Powers. India and the Pa- 
cific Islands will be the comtn«ciaI faattlqpwmd between An^o- 
Sax(H)dotn on both »des of the Atlantic, and the Ydlow Em[Mre. 
Th»efore, Herr Bemburg proposes to improve Germany's eco- 
nomic position and bring the Entrate to terms by throwing 
German prestige into a McHigolian anti-British alliance.** 

"Germany must make herself independent of British raw ma- 
terials by forming a new coalition. She must ally herself with 
Japan and China, and give Japan a free hand in the Far East 
She must support the political claims of Spain in order to get 
Spanish ores. She must enter into close political relations with 
Mexico and the South American countries. Germany's future 
poli<7 will have to aim at securing an adequate supply of raw 
materials. This means permanent support on principle of all those 
efforts which aim at the destruction of the British Empire as the 
most effective means of permanently breaking the English raw- 
material ring. It involves the promotion of movements for in- 
dependence in India, Egypt, and South Africa. In the long mn 
this policy will lead to the desired g^oal, the smashing of British 
economic power. The wall which England holds around her line 
of Asiatic possessions would not hold against the coalition of Ger- 
many, Russia, Persia, Japan, and China. The fixed goal of Ger- 
man policy in Asia is plain."" 

The "drang nach Osten" is to be not merely an eaHKxnic (oo- 
gram, but mine than that, a political policy. 

■New York Timtt, June 20, 1918. 

"A. Goeti, in the Vostiche Zeitung, quoted in Jounwl of Cowi- 
mtrct. Oct 31, 1918. 
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A. Pre-war Conditions and the Effects of the War 
(i) Tke Dedme m Prestige before the War 

The war has accoituated what was clear to Frmch eoxiomlsts 
prkff to 1913. From many quaners were heard the repeated 
wamiiigs of French merchants and professora that France was 
retrogressing ccnnmercially and induatrially. 

"France, formerly first among the nations, now is third or 
fourth industrially, and is rapidly sliding backward. Even with 
a swee^nng victory we are lost as a pecple if we do not make 
the effort to raise ourselves industrially to the level of the Gei^ 
mans. German barbarity should not blind us to the fact that 
Germany represents a higher state of economic devdopmeot. 
She is so far ahead of us that nolens valens we must follow her 
methods." * 

In 1875, Germany and France, with areas apptaidniaXdy the 
same (541,000 sq. km. in Germany and 536,000 sq. km. in 
France), had peculations of 43,000,000 and 37,000,000 respec- 
tively. In 1910, Germany had increased her pc^nilation to 65,- 
000,000 an increase of 23,000,000, or 55 per cent, while Franca 
barely attained 39,000,000, an increase of 3,000,000, or less than 
6 pa* cent. In ^ite of a stretch of seacoast which should en- 
able France to become a maritime nation par excellence, France, 
in 1909, had a merchant marine of 1,300,000 tons, as compared 
with Germany's 3,800,000 tons, or counting cKily steamships of 
over 100 tons capacity 801,000 tons for France, as against 
3,350,000 tons for Gennany. Of about 49,000,000 tcms cleared 

'Lyiia (pseud) Eugene le Taillenr, Pour Renaitrc. 
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is French ports in 1909, 36,000,000 tcms were fordgn botbxns. 
The figures of foFeign commerce tell the same stoiy. In 1S91, 
the sum of the imports and e:q>orts of Germany were equivaloit 
to 9,160,000,000 francs, while that of France amounted to a little 
less, 8,340,000,000 francs. Twenty yeara later, in 1911, these 
figures had grown to the equivalent of 32,000,000,000 francs and 
to 14,000,000,000 francs, respectively. While Gennany was 
opening up her mines of coal and metal, and devdoping new in- 
dustries, chemical, dectrical, and metallurgical, France seemed 
to be beoHning mdustrially decad»it.* From 1870 to 1909 
French commerce increased 91 per cent and she declined from 
second to fourth place, being outstripped by the United States 
and Gennany, with Great Britain still maintuning leadership. 
On the othOT hand, in the 30 years from 1872 to 1902, the trade 
of Germany increased 172 per cent, of the United States 303 
per cent, of Belgium 305 per cent, and of the Argentine 9S0 
per cent.* 

However, the war has saved France. It required the shock 
of threatened extinction at the band of the merciless military 
class of Gennany to awaken France to the reality of the peril 
of gradual decay. Like England, France suffered from the 
lethargy that diaracterizes the family or nation that has in- 
herited wealth. Gennany, on the other band, exhibited all the 
virility and tireless effort of an individual or a nation that rises 
from poverty and is disciplined in effort and stimulated by suc- 
cess. Gennany would have peacefully conquered both Great 
Britain and France in another geaaation or two bad pre-war 
conditions continued. But the war has revealed not only the 
political danga* to the Allied countries from Germany, but also 
the possibility of developing industries and commercial connec- 
tiims indepead«it of Germany. If but a small fraction of the 
magnificent zeal which France displayed to an astonished world 
during the war is shown in the field of commerce, France will 
easily recover her economic prestige. She has the raw mate- 

* Lysis, op. eit, 

* George Renard, "Les Repercusions ficonomiques de U Goerre Ac- 
tuelle sur U France," p. 109. 
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rials, the scientific and technical abili^, and the flexible pcditical 
institutions i^cb should enable her to regain her cnnmerdal 
position. 

(ii) The Increase in the Volume of Trade dvrmg the War 

As with the other bdligerents, the value of impcnls and ex- 
ports increased. In 1913 the total imports were 8421,000,000 
francs. In 1916 they rose to 20,640,000,000 francs, in 1917 to 
over 37,000,000,000 francs, and in 1918 they were about 
20,000,000,000 francs. The drop in igi8 was partly due to the 
fact that trade was conducted under a system of licensing and 
that after the American Army arrived tn France the French did 
not need to import to as great an ateot the muoiti(His of war. 
Furthermore, the tentative figures for 1918 may be low. The 
final figures for 1916 were 36 per cent higher than the tentative. 

Exports show the <^posite tendoicy. In 1913 France exported 
6,880,000,000 francs worth of merchandise; in 1915, only 3,937,- 
000,000 francs; iu the eleven months of 1918, 3,894,000,000 
francs. 

In the seven pre-war years, from 1907 to 1913, Frendk im- 
ports increased about 35 per cent, and exports increased about 
33 per cent. In the same period Germany's imports increased 
only 23 per cent, and her exports increased 47 per cent. French 
imports were increasing more rapidly than her exports, the 
difference being made up by her increasing returns on fordgn 
investments, while Germany, on the other hand, increased hn* 
exports more rapidly than her imports, and was reinvesting her 
annual credit balance in fueign countries. 

On the following page are the official French figures of foreign 
trade in recoit years, not including transshipped goods. 

(a) Increase in Prices 

llie increased values in foreign trade were not due entirdy to 
an Increase in the bulk of merchandise moved. France, like all 
other countries, experienced a omsiderable rise in [Kices. Hie 
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FoKEiGM Tkade or Fbancb ek Recent Yeakg 
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official statistics distinguish between irtx^esale and retail prices. 
Comdering July, 1914, prices as 100.0, the rdative level of 
wholesale prices was id June, 1915, 140.3; in June, 1916, 192.4; 
in June, 1917, 371.8; and in June, 1918, 34^4. The upwafl 
course of retail [wices was less marked. Again using July, 1914, 
prices as a base, the relative level for June, 1916, was 137; tor 
June, 1917, 171; for June, 1918, 353. Similar compilations for 
particular sections of the country verify these figures. The index 
of retail prices of 30 commodities at Paris rose as follows: July, 
1914, IQ7S; July, 1915, 1288; July, 1916, 1387; July, 1917, 
1971. The index of retail prices in cities of 10,000 and over few 
13 commodities, rose as follows: 

ist quarter, 1911 1014 ist quarter, 1916 1336 

1st quarter, 1913 1020 3rd quarto-, 1916 1420 

3rd quarter, 1914 1004 ist quarter, 1917 1547 

ist quarter, 1915 1105 and quarter, 1917 1711 

3rd quarter, 1915 1235 

In the light of the increase of commodity iHices, the rise in the 
value of imports of over 100 per cent, from 1913 to 1918, seems 
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quite Doniial. On the other band, the fairly steady level of ez- 
pcHla was due to a marked decrease in the bulk of the gocxls ex- 
ported. Thi9 was to be e^>ected whOe France was at war. 

The <^dal returns for France give both Uie quantity and the 
value of imports and exports. During the year 1917, the value 
of imports reached the highest level. In 1917 the quantity of 
imports was only 79 per ceait of that in 1913, but the vahie was 
3.38 times as great. Of course, there w»e other dements than 
price increases to explain this difference. Imports of raw ma- 
terials were greatly reduced in bulk, whereas imports of manu- 
factures were slightly Increased. Bulky goods were discriminated 
against, and oxicentrated goods were favored. The f<dlowing 
table shows imports of three classes of goods l^ ve^t and 
value: 

iKPoiiG nrao FuNa BTCovMODRy Gxoun w KacaDR Yeaxb. 
[By wdght. Figures in thousand metric quintab; 000 omitted} 
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[By value. Amounts in million francs; 000,000 omitted) 
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In other words, whUe the quantity of imports of manofacturea 
in 1917 vaa 1.39 times as great as in 1913, the yalue was 5^5 
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times as great In 191 7 raw materials were .72 of the bulk and 
3.90 times the value of those in 1913. 

A similar conditicra prevaifed in the case of exports. The 
weigjit of the exports decreased veiy much, vdtenas the value 
declined but slightly: 

. ExpoxTs noil Fkancs, bt Cohhodity Gxoups m Rxcxnt Yeaxs. 
[By wcighL FijpiRS iu thoimnd metric qiUDtAla; ooo omitted] 
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[By value. Amounts in nulUon francs; 000,000 omitted] 
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In other wtwds, while the e^wrts of manufactnres in 1917 
WK« but 0.38 times as large as in 1913, the value was 1.13 times 
as great In 1917 exports of raw materials were 0.11 of the 
bulk and 0.59 of the value of those in 1913. 

(iti) Atuiysh of Fordgn Trade by Groups of Commodities 

It is interesting to note character of the trade changes indi- 
cated by these figures. Coimting the value of imports as 100 per 
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ccDt, law^material imports decreased from 64 per cent of the 
total in 1907 to about 44 per cent in both 1917 and 1918. On 
the other hand manufactured goods rose as a result of the war 
ftom 19 to 31 per cent. In other words, there was relatively less 
industrial output in France during the war than before. In pre- 
war days the raw-material imports had about three times the value 
of the impOTts of manufactures, but in 1917 and 1918 raw 
materials exceeded manufactures by barely 40 per cent. That is, 
France became relativdy more dependent upon the outside world 
for its manufactured goods than before the war. Instead of im- 
porting raw materials and woiUng them up at hwne, France 
imported less raw material and more finished goods. However, 
the absdute output of manufactures in war time far exceeded the 
pre-war record in spite of the fact that over five million Frendi- 
men were withdrawn from productive vmtk to serve in the Army. 
As for the imports of food, there was but little rise from 1913 to 
1917, relative to the total value of imports. In 1913 food 
cmstituted 21 per cent of the imports into France, and in 1917 
and 1918, 35 i>^ cent. 

As for the exp<Hts, using 100 per cent as the total value eadi 
year, we find that the exports of raw materials decreased from 
about 37 per cent of the total in 1913 to 19 per cent in 1917. 
Exports of manufactures, on the other hand, increased from 53 
per cent to 68 per cent in the same period. This might seem an 
anomaly in view of the fact that the imports of manufactures also 
increased. The explanation is to be found in the fact that many 
of the luxury industries of France could not be transformed to 
a war ba^, and continued to do business throughout the war, 
and thus helped maintain the French trade balance. However, 
there was a decrease in the physical bulk of manufactures ex- 
ported.' Exports of food, which constituted 12 per cent of the 
value in 1913, rose to r? pa cent in 1915. France [Xtivisioaed 
Great Britain and the neighboring neutrals, including Italy, at 
that time, who were cut off by the blockade. However, the ex- 
ports of food declined sharply to 8 per cent of the total in 1917 
and 1918, when shq^ng difficulties increased and when the 
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general shortage of food throughout France became mote 
acute, 

The ft^owing figures show the proportion of the classes of im- 
p(»ts and exports before and during the war by value: 
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(iv) Analysis of Forttgn Trade by Countries 

The source of the imports of France changed radically as a re- 
sult of the war. Primarily, the Central Powers were cut (^. Hiis 
was an in^xHtant change, for Germany alcme furnished over 13 
per cent of the imports of France in 1913. Then again, Russia 
and the other east Eun^^ean countries which were separated ftaai 
France by the Central Poweis vtxt unable to s«id as much 
goods to France. To onnpensate for this loss the acxessible 
countries were more heavUy drawn on. Furthennore, France 
had new and increased needs whidi had to be supplied. Fun- 
damental changes in the import trade resulted. Far purposes 
of OMnpaiison the year 1913 may be taken as the typical peace 
year and 1917 as the typical war year. (The year 1918 is not 
so satisfactory because of the restrictions of the war trade boards 
in the various countries.) Comparing the imports into France 
in the years 1917 and 1913, we find that the United States sup- 
[^ed France with an amount of goods eleven times as great, 
Great Britain sent over six times as much; Italy, three times; 
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Switzeriand, four times; Spain, almost five times; tfae Argentine, 
tliree times; and Brazil, almost three times as much. The far- 
away countries like China, British India, and Chile were less 
heavily drawn on because of the shortage in shipping. Holland 
was practically cut off, and Belgium was prostrate, and Prance 
called on neither of them for any Mgnificant amount of goods 
after 1915. 

Imports of Fbanck by Countkhs in Kecent Yzaks. 
[Figures ia millions of fnncs; 000,000 omitted] 



Allia: 
Great Britain. . 

Italy 

Beigium 



Central Fomn: 

Germany 
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Neutials — Europe ; 

SwitierlaDd 

Spain 

Netherlands 

Denmark 

America; 

United States.... 

Argentina 

Biaiil 

Uruguay 

Chile 

Far East: 

British India 

China 

Dutch Indies 

Australia 
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nturni. TMmtn GKunl At Cmm^ct tt it 
dluificitioD al Indc by coimtiiet. 



r ior Dcccnbn, DiciaiMali SMdtfnHi nr li 
..nnlvTn r.». meQlioDsd ibovc. thc umiul 
iuDtdhu igi], flTi complete 



Changes in trade currents betweei France and otho* countries 
may be strikingly indicated by arranging the countries from 
which France imported her merchandise in the order of impor- 
tance for each year. It wiU be noted that the United States took 
the lead in 1917 and 1918. Onnparing 1913 and 1917, Spain 
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moved up from dghth [dace to third; Italy from niDth [dace to 
fifth; Switzerland from twelfth place to ^th; Brazil from elev- 
oith place to seveotb: 
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In addition to showing the changes wrought by the war, die 
shifting of the trade of France toward the manufacturing coun- 
tries chiefly and toward the food-producing countries next, the 
above table vindicates strikingly the cqipcsition on the part of 
French ecomxnists to the ccMitemplated boycott of Gomany and 
to the granting of preferences to the Allied powers as against the 
neutrals. 

A corresponding diange took place in the destination of the 
exports of France. The aggregate value declined from 6,880,- 
000,000 francs in 1913 to 4,143,000,000 franca in 1918, and 
there was a much more striking decrease in tcmnage, from 230,- 
745,000 metric quintab in 1913 to 39,191,000 metric quintals in 
1918. Germany and her allies were cunpletely dimlnated. Bd- 
gium and the East Eun^iean allies were largdy cut off. Holland, 
the Ai^ientine, Australia and Japan became less accessible to 
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French exports. Eqwrts to adjacent neutrals and nearby allies 
increased considerably. Comparing 1913 and 1917, exports to 
Belgium slirank to about one-eighteenth, vhereas oports to 
Italy almost tripled, to Spain increased about 30 per cent, and to 
the United States increased about 3° per cent. 



ExPOKTS ntou Pkance b- 
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Chile 

Far East: 

British India. . . 



Chiiu 

{»P»n 
lutcb Indies. . 
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■FlfuroBot (nUUblc. 



The changes indicated in destination will be more apparent if 
the countries are arranged in the order of their importance as 
regards the ocports of France to them. A comparistHi of the 
years 1913-1917 shows that Italy moved from sevmth to second 
place; the United States from fourth to third; Switzerland from 
fifth to fourth; Russia from tenth to fifth; Spain fnnn d^tb to 
sixth; and Belgium frtxn second to ninth. 
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Classitication or Countries ik the Oksek or Ihpoetakce or Expoxts 
PBou Fbance. 
[Figures in millioD franca; ocxi.ooo omitted] 
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If the boycott of Germany is attempted by France, sbe will 
lose her third best customer. Undoubtedly many countries bx^ 
a great« portion o( French exports because of the purely tem- 
pmaiy war conditions. However, on the whole, the chai^^ in 
the rdative importance with respect to French exports of the 
countries of the world was less than in the case of French im- 
ports. With the exception of Belgium, Germany, and Italy, the 
countries of the world maint^ed their relative impwtance in 
the export list 



{v) Description of Changes m French Commerce 

Georges Renard, in his book on the ^ects of the war on 
French commerce, pves an excellent detailed description of what 
happened. South America continued as a buyer of industrial 
exports. The United States took, wines and toilet goods, and 
the United Kingdom foods, wines, and automobiles. Indo-China 
and Japan bought foods and building materials. Even the neu- 
trals and Italy bought their food during the early part of the 
war from France; chiefiy condensed milti., butter, fish, cneals, 
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nuts, and ralsbis. The war greatly accela^ted the manufacture 
and export of chemicals. France is one of the greatest producera 
of bromine, vhich before the war was manufactured by Germany 
and the Umted States only. In the following table of chemicals 
sported the minus sign indicates an excess of imports, and the 
plus sign an excess of exports. The quantities are in metric 
quintals (aao lbs.): * 



AltklB 


i«'3 


19X6 
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+10.873 

+ 9.45 1 
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+ »37.943 





As tat imports, there was a depression from the outbreak of 
the war until November, 1914, but a very prompt resumptiwi in 
1915. Imports of raw materials increased the least, because 
many factories were in the invaded departments. The nature of 
the imports changed. Luxuries were replaced by useful goods, as 
carpenter's wood for hardwood. More cheap glass was imported 
and less cut glass. Pipe tobacco replaced cigarettes, whisky re- 
placed liqueurs. To make good the elimination of nutgalls frcnn 
Turkey, coal-tar products and potash from Germany, cotton 
thread from Alsace, and wheat from Russia, France turned to the 
United States, South America, and Great Britain. Substitutes 
were developed and available commodities more exten^vely util- 
ized, as wood-cbarcoal for coal. Besides, military supplies vete 
much in demand, including metals, chemicals, surgical goods, 
horses, harness, etc. Meats came from Australia, the United 
States, and South America, chocolate and malted milk from 
Switzerland. Tbe importation of many commodities declined. 
For instance, the annual cotton imports at Havre prior to the 
war exceeded oat million bales. In 1916, the imports at this 
port amounted to 756,000 bales, and in 1917, 683,000 bales. At 

*Le Matin, Oct i, 191& 
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tlie same port, tlie imports of coffee declined from 2,836,000 
bags in 1916 to 1^440,000 bags in 1917.* 

The tFemendous increase in trade with the adjacent countries 
affected the routes of trade. For instance the port of Cette, oD 
the Rhone, near the Spanish frontier, was the transshi[Mnent 
point for goods in transit to Switzerland. It was also a receiv- 
ing center tor military suf^lies. Wines, petndeum, coal, bread- 
stuffs, and chemicals were the chief commodities imported here. 
Transshipments in 1914 amounted to 49,653 tons, in 1915 to 
301,859 toDs> snd in 1916 to 598,873 tons. The largest item 
was iriieat, niiich in 1916 amounted to 436,373 tcms.* 

(vi) The Balance of Trade 

Hie war has had a veiy marked effect 00 the trade balance of 
Ranee. Befwe the war there had always been an excess of im- 
ports, but it was small and was more than balanced by the in- 
come from French capital invested abroad and by the expendi- 
ture of tourists in France. The excess of imports for several 
years was as follows: * 
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Before the war France had 30 to 40 billion francs invested 
abroad. As a result of the alignment of Turkey with the Cen- 
tral Powers and of the revolution m Russia, much of the French 
foreagn investment is temporarily not bearing int«^t. There 
is no off-setting credit from mterest payments to balance the ex- 
cess of commodity imports. 

'Supplement to Commerce Reports, No. 5-B, June 38, tgi& 

' Ibid., No. s-A, March 12, 1918. 

'From the official returns, Dec, igiS; Dec, 191& 
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During the war there waa an attempt to increase exports and 
to reduce imports. Luxury imports were eliminated, and essen- 
tial impOTts were restricted. Trade was classified into three 
groups: (i) Coounodities impcotable without any authorization; 
(3) commodities importable if authorized; and (3) commodities 
impcHtable contingent upon circumstances. During the war, 
France had a favorable trade balance in Italy and therefore made 
extensive purchases there. In the case of the other comitries, 
France bought through Great Britain as her agent, whose ex- 
change rate was supfjOTted by the sale of Treasury bills in the 
United States, and who advanced loans to Fraitce on account of 
purchases. To sui^rt her exchange, France shipped gdd, 
though in limited quantities. She also sold securities in foreign 
countries, and obtained credits from governments or borrowed 
money of the public in the United States, Spain, Argentina, and 
Japan. After the war France will need machinery and raw ma- 
terials. To pay for these she will have to borrow further. She 
will be xmable to expcnt finished goods until her industries have 
been started with the aid of imported raw materials and ma- 
diinery. For some time to ctune, France's position will be sim- 
ilar to that of the backward countries, having a continuous excess 
of imports which would, ordinarily, depress the exchange rate. 
However, by funding the floating indebtedness, and for some 
years, reinvesting the interest on the fixed debt, it is possible to 
keep the exchange rates nramal and to enable the country so to 
Increase its exports as to strike a more even merchandise balance.' 

B. Ajter-War Pctides 

In the main, the policies proposed for France with re^KCt to 
oxnmerce after the war are ^milar to those of Great Britain, 
Pnqxsals for the prtmiotion of trade and for the devel(q>ment 
of official and unofficial machinery tor this purpose have been 
made. The question of stabilizing foreign exchange has called 
f<Mth a variety of schemes. New financial instruments to fadli- 

* "Le Reglement des Balances de Comptes," by Maarice Alfassa, in 
La Nouvelle Revue, August 15, 1917. 



by Google 



348 INTERNATIONAL COMMERCE 

tate trade have beoi proposed. Tariff changes have been talked 
of. Commerdal treaties have been abrogated to permit the »- 
tablishmmt of new trade relations. The advocates and 0{^x>- 
nents of economic warfare have taken a hand in the attempt 
to reconstruct Frsich commerce. 



(i) The Promotion of Trade 

Hard pressed as France was during the war, there was never- 
theless a considerable number of her econtHnists and legislators 
who kept the after-war commercial situation in view. The 
means advocated for the promoti(Hi of foreign trade included the 
creation of new trade associaticws, the development of commer- 
cial fairs, the establishment of additl<»)al chambns of commerce 
abroad, the publicatj<» of trade infonnation, official and fffivate, 
and the rendering of official aid to trade by the National Office 
for Foreign Commerce. 

(a) Trade Associations 

The Association Nationale d'Ezpansion Economique, formed 
by the Chamber of Commerce, is a semi-(rfficial body. It has sev- 
enH sub-c(»nmittees, spedalizing in particular branches of the 
e]q»rt trade. It includes the most important chambers of com- 
merce and assodations of mHxhants and manufacturers in 
France. It has made a survey of the agriculture, industry, and 
commerce of France, particularly with reference to the aftnr-war 
conditions. Seventy industries, rrmning the entire gamut of 
French economic life, have been surveyed and reported on. The 
association also has arranged to advise Fraich exporters con- 
cerning customs duties, import and export regulati<H)s, tran^>or- 
tation rates and regulaticms, taxes, trade opportunities, and ta> 
dgn exchange situaticms. Its bulletin publishes changes in tariff 
rates and ccHnmerdal laws. The purpose of the (vganizatioo is 
to prepare for after- war ccunpetition ; to coordinate the work of 
commercial bodies, "to stimulate the creation of institutions and 
organizations which facilitate the manufacture and sale of French 
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products, to develop new industries in France and open new for- 
eign markets, and to help Frmch merchants abroad." " 

A similar body has been founded called Union Nationale pour 
L'Ezportatlon des Produits Fran^ais et pour I'lmportation des 
Matiires Premises. The aim of this organization is to foster 
combinaticHis of small manufactureis and merchants who can 
not individually maintain an export organization and who are 
unable alone to obtfun the benefits accruing to large companies.* 

(b) Faks 

Henri Hausa's book, "Le Methodes Allemandes d'Ezpansion 
EoHiomique," '° points out the elements of Gennan success in 
foreign trade. The German fair at Leipzig, by its success, moved 
the Mayor of Lyon, Edouard Herriot, to establish an annual fair 
at Lyon, at which the products of France and of other countries 
are exhibited and sold. The first fair took place in March, 1916, 
and the second in March and April, 1917. There were over 
1,000 exhibitOTS at the first, and over 3,500 at the second. 

In addition to this national fair, fairs which specialize in local 
products have been inaugurated. Bordeaux held such a fair in 
Sq>tember, 1916, and another in September, 1917, and exhib- 
ited the products of the French colonies which have always been 
marketed at that dty. Paris exhibited the products of Parisian 
industry at the eleventh fair held in May, 1917. Other cities 
cmtemplate holding annual fairs for the development of the 
trade in ^tedal products manufactured or marketed by their 
merchants. 

(c) Chambers of Commerce 

The Chamber of Commerce has been an important feature of 
French fweign-trade organization since the eighties of the last 
century. Ovet thirty chambers of commeree have been estab- 

•» Le Matitt, Dec. 16, igiS- 

* Report of C W. A, Veditz, commercial attache at Paris, Commeree 
Reports, Dec. 27, 1918. 

"English translation, "Germany's Commercial Grip on the World," 
Scribner's, New Vorlc, 1917. 
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lisbed outside of France, the oldest being at Alexandria, Egypt 
They rqwrt to the National Office of Foreign Cc«nmerce and to 
individual French business men or chamb«5 of conunerce in 
France. It has been suggested that the commeidal attaches 
maintain their offices in the French chambers of ccHmneFce in 
foreign countries. A proposal has also been made that the cbam- 
has of commerce in France form Regitmal EctHMmic Councils 
and that the rqwesentatives of the domestic and forrign chambers 
meet in a Pariiament of Commerce." 

In view of the fact that Russia in 1913 bou^t but 56,000,000 
rubles of merchandise in France, as compared with 677,000,000 
rubles in Germany, the French eariy in 1914 formed a body, 
called "French Stores in Rusda, Incotporated," but owing to the 
war it made little headway. However, it has established agen- 
des at Moscow and Nijni Novgorod and has opened sales rooms 
in various otho* cities. It intends to pnMnote trade by means of 
bulletins and cinematograph films. The proposed Patis-Trieste- 
Odessa Railroad will reenforce the efforts of the French Chamber 
of Commerce to secure Russain trade. ^* 

The war has stimulated the French Chamber of Commerce of 
Petrogiad in many directions. It intends to train young Froich- 
men to become export agrats, to publish informaticm for Rus- 
^DS on the commercial usages of France, and for Frenchmen 
on the commercial usages of Rus^a. It plans to list trade appac- 
tunides, goods wanted, and goods offered for the use of both 
French and Russian traders. It will maintain in Russia a sam[de 
museum of French goods, assemble the catalogues of French ex- 
portos, and arbitrate commoml differences between the Frendi 
merchant and the Russian customer.'* 

In America the Franco-American Chamber of Commerce to- 
corporated, was created early in 1918 as a result of the sugges- 
tion of the Comite Republicain du Commerce de I'Industrie et 
de I'Agriculture, and the Union des N^gociants Industriels et 

" L'lnfor*nation Umverielle, May 17, 1916, quoted by Renard. 
" Renard, p. 141, "Magazins Generaux de France on Ruuie." 
" Lt Temps, April 18, igi6, quoted by Renard, p. 140. 
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Agriculteuis Fran^ais. It b to be similar to the other iatema- 
tiooal chambeis of omimerce in its purpose. 

Its sub-committees are classified according to oxnmodities 
which the French merchants wish to sell in the United States, as 
perfumes, wines, waters, silks, laces, toys, porcelains, gjassware, 
cutlery, jewelry, and household goods. There will be additi<xial 
conunittees dealing with other subjects as duties, cust<xiihouae 
procedure, transportation and freights, lawsuits, and relations 
with official bodies in the United States. 

(d) PvbUcatiom 

The Assodation Nationale intends to publish annually an index 
of French manufacturers in the Frmch, English, and Spanish lan- 
guages, iar circulation among foreign importers. It also plans to 
publish a monthly review, L'Expansion Economique, with arti- 
cles on general economic t^^ics and specific secli(»is dealing with 
the agriculture, industry, and commerce of France and the other 
principal countries of the world. In addition to the publications 
of the Association Nationale d'Expansion Economique, a host of 
new papers which aim to promote French trade have grown up. 
Chief among these is VExportateur Franqais, which is similar to 
the Deutsche Export Revue. Maurice Adam, a former Under- 
Secretary of State and at present a member of the Chambo' of 
Deputies, founded this papwr. The French Federation of IntCT- 
national Ccmmerce publishes its organ, the Mercure. Others are 
Commerce et Industrie, a monthly; L'InUiative Commerciale, a 
monthly; Le Monitew du Commerce, a weekly; La Victoire Eco- 
nonuque, a weddy; and Le Soir, a daily commercial paper. '^^ 

In addition to the un<^dal publications, the National Office 
of Foreign Commerce publishes a series of papers. The Moniteur 
Officiel du Commerce, a weekly, reports changes in foreign tariff 
laws, in French commercial legislation, and in the commercial 
laws of foreign countries. It publishes the reports of the French 
consuls and the trade tq^KHtunities that are likdy to mterest 
French exporters. 

"C W. A. Vedit«, op. eit. 
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The FeuSie ^Information, a weddy, is an abstiact (^ the 
iiotiiteur Offlckl, wbich gives the general trade news. It is 
widely circulated and is posted in public places such as schcxris of 
commerce, railway stations, and other public instituticms. Tbe 
special reports on specific commodities or ^lecific foreign coun- 
tries, Dossiers ComMerciaux, are issued from time to time to 
French firms, sometimes confidentially. Special surveys of par* 
ticular omunoditiea, special markets or of specific subjects are 
also published from time to time. 

(e) O^cial Aid 

To prepare for the after-war trade it was necessary that men- 
hers of French export companies be released from military duty 
prfMiiptly after the cessation of hostilities. The French Chamber 
of Commerce at Barcelona petitioned the French Ministers of 
War, Commerce, and Foreign Affairs, "that all Frenchmen living 
abroad before the war as reiM^sratatives of French finns be the 
first class to be demobilized without regard to age and be sent 
back to their places of business at the condusitm of hostilities."" 
The Committee of the Chamber of Deputies on Cwnmeroe and 
Industry likewise petitioned these ministers (May 31, 1916) that 
"the Minister of Foreign Affairs, together with the Ministo" of 
Commerce, immediately organize to resimie business in foreign 
countries. To this end he sliould charge those Frenchmen whose 
bu^ness was in foreign countries to make their requests for dis- 
charge and that for this purpose the Minister of War rdeaae 
them from SCTvice."" 

The Office Naticmal du Commerce Exterieur is the c^cial 
agency tor the promotion of French »port trade. It was founded 
in 1898, but in the opinion of Frenchmen it has not fulfilled ex- 
pectations. On February i, 1917, a law was passed to stimulate 
its activities. It was to receive a budget of 350,000 francs for 
the purpo^ of conducting inquiries abroad, caning a sample mu- 

"Le Temps, Dec. 15, 1918, prints this letter dated May 5, 1917, and 
urges the adoption of the proposal. 

"National Foreign Trade Council, "After- War Trade Conditioni," 
April, I9i8l 
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fleum as a guide for exporters, truning oxisuls, and commanicat- 
ing with the consulates. Bef(H% the war, the task of the Office 
National was to furnish to French exporters and manufacturers 
such information as would promote foreign trade. It worked 
through the diplnnatic and oxisular services, the foreign-trade 
counsdors, and the French chambers of commerce abroad. The 
ofloce still rec^ves and distributes confidential information about 
specific foreign cust^nneis. It keqts a collection of catalogues 
and calls important inf(HniaticHi to the attentitm of interested 
French firms. It keeps a classified list of French exporters whom 
it puts in touch with its foreign agents and with foreign import- 
ers who a[^y for information. 

There are four bureaus in the Office National. The first is 
ooDcemed with publication and with credit information. An- 
other bureau is in charge of samples and of technical data, so 
that exporters of a given product may know of the {Hiocipal 
nati<His selling and buying the product. It furnishes lists of for- 
dgn dealns and upon request purchases samt^es and catalogues 
tor French exporters and impcHrters. A third bureau looks after 
custnns tariff and trade statistics. It has information on sta- 
tistics of productitm, consumption, imports and exports, rates of 
duty, the nature of ecHnmercial treaties, and regulations conc«n- 
ing imputation and exportation of goods. The fourth divisitHi 
keeps track <A rates of tranqrartation, insurance, postage and 
telegrajA," 

There has been dissatisfaction in France with the consular 
service on the ground that it' was considered a field for rich young 
men who lodced forward to a career in diplnnacy and were igno- 
rant of commerce and often of the language requirements of the 
country to which th^ were assigned. Changes were frequent 
and 00 consistent policy could be outlined or followed. As a re- 
sult of the reorganization of the British Department of Overseas 
Trade, the French have turned their thoughts to a similar re- 
form. A bill was introduced in the Chamber of Deputies to 
S^Kirate the consular and diplc»natic services. It also provided 
that all ^^licants for the consular service should be trained ia 

■ C W. A. Vedite, op. (it. 
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the theiHy and practice of commerce at one of the commefdal 
centers in France, and thea be attached more or less perma- 
nently to a foreign post and be promoted in the same place if 
possible, rather than by transfer. 

France has undo* con^deration a reorganization of the Office 
Naticma] du Coomierce £xterieur, on the same lines as the re- 
ot^anization of the Board of Trade was effected in Great BritaTo, 
by creating a new branch which will unite the diplomatic and 
econiHnJc sovice. Hie project was formulated in a report sub- 
mitted to the Chamber of Deputies by the Commission for Com- 
merce and Industry. It [»xmdes iar the appointmoit of c{xd- 
merdal agents by the Minister of Commerce. The duties of the 
agent will be to collect important informatiMi, to travel over 
the region in his charge, and seek outlets for French goods, to 
ke^ in touch with the develtqimoit of new enterprises, obtain 
spedficatiims of proposed contracts, to furnish credit informa- 
tion after sc^veocy of states or firms f^jfdying to France for finan- 
cial asKstance, to report proposed changes in laws amceming la- 
bor, immigration, industry, and tariffs. The commercial agoit is 
also expected to assist Frenchmen who go abroad to do buu- 
ness. The number of commercial attach^ is to be increased from 
five to twMity. They are expected to supervise the French com- 
meraal intelligence service, including the commercial agents. 
The rqwrt recc»nmends an increase in the number of forngo 
offices such as were cq>ened in London and Zurich. Finally, it 
suggests the unification of the mirk of both the F(»cign Office 
and of the Ministry of Ctnnmerce in a Suf^eme CcMomisaariat of 
Eccnomic Expansion. 

(ii) FinatkAd Proposes 

(a) Exchange Rates 

As a result of the tremmdous increase in the excess of impcsts 
during the war, and of the need for further excess of impcnts un- 
til French industry can be rehabilitated, the rate of exchange 
has been and will probably continue to be unfavorable to France. 

D.D.t.zea by Google 
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To strengthen it various means have been proposed. Primarily, 
imports will be kept under licens e so that all imnecessary imptnts 
such as luxuries may be eliminated. However, there is a danger 
of retaliation by the country whose e^^rts are discriminated 
against. A less objectionable method is for France to increase 
e:qx)rts. In order to do so it will be necessary for the naticMis 
that are the creditors of France to encourage imports from ha. 
As luxuries will fw a long time be in less demand by war-3wQ>t 
Eur(q)e, Frendi men of affairs insist upon the devdcqimait of 
production of necessary goods to replace the luxury industries 
iriiich furnished so large a part of French expMts. 

In order to buy raw materials Franch will need credit. This 
must be su{q>lied by the countries which wish to sdl to her. 
That is, the floating debt which arises from merchandise ship- 
ments will have to be consolidated from time to Ume into fixed 
loans which will relieve the pressure tm exchange rates. The 
creditor countries will have to permit the reinvestment in France 
of the interest on their loans so that payment may be made in 
the curr^i^ of France, and used within the country until France 
has sufficiently revived industrially to restore normal exchange 
rates and to be able to repay the loan and the interest 

(b) Credit FacHitks 

The establishment of a bank for export has been urged by the 
OfBce of Fweign Commerce, by various Chambers of Cnmnerce, 
and by Jacques Stem of the Chamber of Deputies, so as to en- 
able French merchants to compete with their German rivals, 
whose success was based largely on the ability to extend long- 
term credit Another proposal is the formation of an interna- 
tional bank of the Allies, to act as a clearing bouse for the bills 
of exchange of the merchants in the Allied countries. 

Oth«- proposals are designed primarly not to extend credit fn* 
foreign trade, but rather to strengthen the econcnnic ^tuatioo in 
FVance and thus indirectly to facilitate foreign trade. A loan 
bank, which would lend to small merchants of good character, 
was proposed by a member of the Paris Municipal Council. Ap- 
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parently, the plaa is similar to the M<»ris -pian in the United 
States. Another proposal passed by the Chamber of Dqiuties, 
but held up by the Senate, was the fonnatioo (A muttial-cxedit 
societies which would endoise the paper of its members and dis- 
count it with the great banks. A series of regicMial banks and 
a central bank are part of this plan. Still another [dan ap- 
proved by the Deputies but held up by the Senate was to estab- 
lish a Bank of Credit to Commerce and Industry. It was to lend 
money on long-term loans on the pledge of property, real <K 
peiscfflal. The term was to be one to twaity-five years. The 
state was to contribute 5,000,000 francs, which would constitute 
a revdving fund, and be replaced by money derived frwn the 
sale of bonds, as in the CrMit Fcmder.^* 



(iii) Tariff Plans 

In August, 1915, the Chamber of Deputies a^^inted a Com- 
mittee on the Tariff, to study the tariff conventions and treaties 
of the various countries, with the aim primarily of protecting 
Frmch industries devet(q>ed during the war. Furthermore, in 
order to secure her poaititm under the altered conditions after 
the war, France announced that she would put all her trade relar 
tions with other countries on the basis of a bargaining tariff. 
This acUon was taken chiefly because the other Allies did not 
take kindly to the resolutions of the Paris Economic Conference. 
The announcement meant that all of France's fif^-two most 
favored nation treaties with other coimtries would l^ise. 

The French tariff law provides two rates, the general and the 
minimum. By means of this dual rate, the Government is in a 
position not only to protect its newly establi^ed industries but 
also to develop along industrial lines. Furthermore, countries 
that discriminate indirectly against France by levying high duties 
on her typical products are thus threatened with retaliation. That 
is, the old most favored nation clause which compelled France, 
acoH'diDg to the Treaty of Frankfort, to give Germany the beoe- 

"Renard, p. lag, 135. 
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fit of every tariff advantage which France exteoded to any other 
cotmtiy, is abandoned. 

(iv) Preferences and Anti-Alien Laws 

As in Great Britain, there is a strtHig party that favors a na- 
tionalistic and exduMve orfMiial policy. ITiat b, the French 
colonies are to be developed by and for Frenchmen. Before the 
war, Tunis and Morocco bought very heavily in Germany. Even 
during the war, the British owned the paper industry of Algeria. 
Some Frenchmen are equally opposed to British and to Gennan 
contnd. Therefore they [HxfK6e to create a Ccdonial Institute to 
train future colonists and to encourage emigration. This, of 
course, imi^ies an increased birthrate, which all Frenchmen are 
urging and bc^Mng for. The merchant marine is to be develtqied, 
and investments made in colimial products. On the other hand, 
other writers pdnt out that k is impracticable to attempt to 
devel<^ the French agonies by Frenchmen exclusively. The 
country is short of men, of ttmnage, of credit, and of energy.'* 

The sentiments of the Paris Economic Conference in favor of 
a closer economic uni(» of the Allies and of a discrimination 
against Germany have not yet died out. Two-thirds oi the 
naticHis of the world were oj^posed to Germany and it should be 
an easy matter to attract the neutrals to the larger group of 
powers." An International Committee of Anti-German Associa- 
tions was formed to recommend to the Allies a means of fighting 
German competition. However, many prominent French ecoa- 
omists and merchants are <q)posed to any iona of economic war. 
Hmri Hauser calls the anti-German boycott a dream and a ni^t- 
mare. Alfassa thinks it will be absurd to put up a Chinese wall 
between the two belligerent groups. Only international co5pera- 
tion can reconstruct a devastated world. Andr6 Le Bon, pres- 
ident of the Federation des Industriels et Commercants Frangais, 
says, "We must avoid the use of formulae which will paralyze 
our efforts toward expansioa." The Franco-British CcHnmittee 

* Renard, op. eit, p. 14a Alfassa, op. cit. La NouveUe Revut, Aug. 
15. 1917. 

* Retard, op. eit., 131, ijR 
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reoxiiinciids, "We do not aim at forming a Zdlverein to bind 
togeth» the Allied naticms whose interests are so dissimilar." 
Eugene A, Chauvin, president of the Franco-American Chamba 
ot Commerce, states, "To my mind the ramig of a [notective 
tariff against Germany after the war would be a Mmider.** 

The Federation of French Manufacturers and Morhants op- 
poses the boycott as a puerile effort, carried coi by a minori^ ot 
ultra-nationalists, supported by a portion of the press. A boy- 
cott would mean the closing of the German market to French 
goods, and the loss of a customer who bou^t a thousand million 
francs worth of goods a year. Besides, Germany has raw ma- 
terials and machinery which France can profitably purchase. The 
Congress of Cooperative Societies res<dved, "as regards Germany, 
Austria, and their allies, to abstain from systematic boycott 
which would be intended stdely to ruin their trade, but oa the 
other hand to allow them free access to the markets of the a>un- 
tries of the Entente only oa ccmdition that the two Empires 
should subscribe to the principle of international arbitration." 

As a result of the treaty, France now owns the Lorraine iron 
mines fmra which Germany obtained 73 per cent of her <m%. To 
keep her furnaces going Germany wUI have to buy ore. On the 
other hand, France will need 15,000,000 tons of coal and 7,- 
000,000 tons of coke. This Germany can supply. Mutual trade 
must follow. To obstruct or divert it will be costly. 

Charles Gide doubts not only the practicability of the tx^cott, 
but even the likelihood of any far-reaching changes in trade. 

"History has never verified the expectation of sudden and gen- 
eral transformations. It is very probable that neither among the 
Allies nor among the enemies of yesterday will the commercial 
relations be as much changed as we might have been justified in 
anticipating." 

But even the liberals who c^ipose the anti-German bo3fCott are 
strongly in favor of [HTthibiting all aliens or alien companies from 
engaging "in any industry or occupation concerned with national 
defense or affecting economic independence" unless by ^Kcial 

"/oitrnol of Commerce, Mar. 7, 1918; "World Trade Conditions 
After the War," p. 42, 1918. 
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authorizatioD, which would be gtanted for a limited period only 
and subject to revocatiem." '* 

M. Qementel, the French Minister of Commerce, who favored 
the Paris Economic Resolutions, proposed in 1917 a Register of 
Commerce, in which would be entered every French firm or com- 
pany and every foreign one having branches in France. Foreign 
merchants would have to give their original nationality, the new 
one if changed, and how the change was effected. In the case of 
a foreign corporation the names and nationalities of stockholders 
and directors, as well as the managers, would have to be re- 
vealed." 

A law with this end in view was enacted early in 1919. Its 
main provisions follow: 

Article 4. Every tradesman ^lall within the month of the 
(q>eQing of his business request to be registered in the commer- 
cial register. The applicant shall submit a declaration mention- 
ing the family name and the first names of the tradesman; the 
name under which he carries on his trade and, if there be need, 
his surname or pseudonjrm; the date and place of his birth; bis 
original nationality, and in the case of his having acquired an- 
other nationality, the mode and date of its acquisiticm; the object 
of the trade; the situati<Hi of the branch (^ces or agencies of 
the bu^ess in France or abroad; the sign or name of the firm; 
the family names, first names, dates of birth, places of birtb, and 
the nati(Hiality of the attorneys; commercial establishment pre- 
viously managed by the declarant. 

• * * Article 8, Any French «■ foreign trader having his prin- 
cipal office in a foreign countty and a branch office or agency in 
France, shall register within the month following the opening of 
that agency or branch. His declarati(xi shall contain every item 

^Economic Journal, London, Dec, 1916; L'Avenir, Sept, 1916; 
Eeonomie Icmmai, London, Dec, 1916. "Commercial Policy of Frmtice 
After the War." 

L'Avenir, Paris, Sept, 1916, "Le R^me Commercial apres la 
Guerre." 

Charles Gide, "La Politique Commerciale ifiit la Guerre," Paris, 
1917- 

"Renard, op. cit., 135. 
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named in article 4 as well as the address of bis principal office. 

Article 9. The manager of any foidgn conunerdal ccxnpeny 
yAdcb. shall establish a branch or an agency in France shall be- 
fore the opening of such a branch or agency submit a declaratk« 
stating the amounts to be furnished by the sharehidders and siknt 
partners; the manager's name, surname^ date, and place of birth, 
(Miginal nationality, and in the case of his having acquired an- 
other nati(»iality, (be mode and date of its acquisition; names, 
first names, dates and places of birth, as well as the naticmalities 
of the managers appointed during the existence of a company; 
of the members of the board of directcws of limited liabiliQr 
CCHnponies, with aU other facts prescribed in article 4.** 

However, although it is contended that foreigners are to be 
discriminated against, w at least are to be under strict survdl- 
lance, there is to be no restricticm on the admiasitm of foreign 
c^taL Indeed, the Economiste Fran^iis is opposed to any re- 
strictions (m the admission, not only of fweign coital, but even 
of f(»*^gn business men, [»1marily because there is danger of 
retaliation, and in addition, because publicity is a more effective 
and less offensive method.*** 

" Commeret Reports, June 9, 1919- 

"•Feb. 17, 191?, quoted in the World Trade Conditions After the 
War, April, 1919. 
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CHAPTER VI 

ITALY' 



A. Pre-Wv Conditions and the Effect of the War 
(i) Increase in the Volume of Trade 



During the thirteen years preceding the war the trade of Italy 
increased loo per cent, the imports increasing more than the ex- 
ports. As the result of war ccmditions the increase in imports 
frcMn 1913 to 1918 was 400 per cent. The expwts increased 
slightly, being 32 per cent greater in 1917 than in 1913. 

The figures for the values of eqxwls and inqiorts fcrilow: 

Foreign Tkade or Italy im Mekchandisx and Exclddino Pbxooos 

Metals. 

(Figuns in million lire; ooo/joo omitted)* 
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Taking 1913 values as 100, the trade of other years would be: 
Reiattve Foreign Tkade Ficukjes. 



y«M 


Import. 


Eq>orti 


?S? 




47 

80 
139 

IS 

400 


53 
8S 
113 
99 


3» 






63 

944 
r.oas 








IQlS* 



•ToiUtlTeretun, 

The table indicates a sli^t increase in exports during the war 
but a tranendous increase in imports. The net result is that the 
excess of impOTts in Italy in 1918 was over ten times as great as 
in 1913, and almost twice aa great as the excess of im|»rts of 
Qteat Britain in 1913. 

(ii) Classification of Foreign Trade by Commodity Groups 

In considering the various groups of commodities that enter 
into foreign trade oae finds naturally that the increases in value 
were not the same in all cases. Raw material im[>orts decreased 
relatively, but impcHts of food increased greatly. Imports of 
semi-finished products comprised a larger percentage of the total 
in 1918 than in I9r3. The revise was true of imports of fin- 
iahed goods. 

Of the total exports of Italy, food formed a much larger pei- 
centage in 1:913 than in 1917. Food exports decreased because 
of home requiremoits. On the other hand, expwts of manu- 
factures made up a much larger share of the total in 191S than 
in 1913, as Italy increased her manufacturing facilities during the 
war. Exports of raw materials declined slightly relatively to 
the total. Raw materials were needed for home manufactures 
and shipping space was too high to permit the profitable expwt 
of tlie surplus of bulky raw material. 

The classification of commodity groups ciit«ing into foreign 
trade fcdlows: 
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Italy's Fokeion Tbadk by OnoioDtTY Gsodfb. 
[Figures In milUoa lire; 000,000 omitted] 
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The relative importance ot commodity groups atqieai^ m(Hre 
clearly in the following table showing percentages of the total 
imports or exports: 
Pekcentaoes c 
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' TcoUtive ittnni latest svaiUble. 

Still anotho' way of viewii^ the distribution of OHnmodity 
groups in the total trade (rf Italy may be presented. The excess 
of imports or of expwts in each of the four groups over a period 
of years will indicate what the tendency is. Comparing the year 
before the war, 1913, with two war years, 1917 and 1918, we 
note that the excess of imports of food grew greatest both actually 
and relatively. Italy's food supply decreased and her food re- 
quirements increased. The group in which the excess of imports 
rose least was manufactured products. In 1909 and 1913 the 
greatest excess of imports was in raw materials and in 1918 in 
food. On the ccmtrary, exports exceeded imports of semi-finiahed 
[Hoducts in 1909 and of food and live animals in 1913. But in 
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1917 and in igiS the smallest excess of inqxHls was to be foaad 
in the manufactiired products group: 

Balance 01 Trade bv CoHKODiry Gbodps. 

[FiguieB in miUion lire; 000,000 omitted] 
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(iii) Classification of Poreipt Trade by Artides 

The foreign trade of Italy is classified not only by great groups 
of commodities based on use or destination, bvt also by articles, 
as (mIs, chemicals, cotton, cereak, etc A four-year comparison 
of imports and exports of the ejghteea facial groups of articles 
ofFers another perspective of the effects of the war on Italian tar- 
dgn trade. The table follons: 

Itals'e Fobeion Tkadk By kmcuA 
(Figuna In million lire; 000,000 omitted] 
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By comparing the extent of the increase of imports and e^mrts 
of each article and of the total, it is possible to indicate which 
articles increased to a greater extent or to a less extent than the 
average. Such a table follows: 

Gkowth in Italy's Foxxion Tsase, bv AmctES, igi3-igi7 




The articles in which the export trade grew con^derably in 
the order of their increase were vehicles, chemicals, etc., hemp 
and jute, cotton, dyes and colws, minerals and metals. The 
articles in which the export trade shrank ctmsiderably, in the 



by Google 



a66 INTERNATIONAL COMMERCE 

orda of decline, were animals, straw and wood, coeals and floor, 
rubber and gutta percba, ^Hces and odonial {Hoducts. 

The articles in which the import trade grew consido^Iy, in 
the order of their growth, were chemicals, drugs and pnfumes, 
cereals and flour, minerals and metals, dyes, colors and tanning 
materials, oils, spirits and beverages. Those in which the 
Import trade shrank coosidoably, in the order of thdr 
decline, were straw and wood, silk, vehides, rubber, paper and 
books. 

In the case of several artide3> such as animals and jHoducts, 
cereals and flour, there was an increase of imparts and a dea-ease 
of exports, due to the needs of the home populatJon. Similariy, 
many lines of trade reflected the military demand, impwts rose 
and e^Kffts fdl as, in the case of hides and leatho-, minerals and 
metal, rubber and gutta percba, <m1s and spirits, and spices and 
tobacco. In the case of the ntn-essential articles, such as stra,w 
and wood, and to a lesser extant, silk, both e^»rts and impwts 
declined. Of chonicals, drugs and perfumes there was a nine- 
icAd increase in imparts and a three-fold increase in ezpcHts wbidi 
reflected both the military needs and the establishment of new 
lines of chemical industries. In cotton, flax, and Vf^table fibers, 
the imports increased less than the average for all commodities, 
but the exports increased much more than the average. 
Italy developed new markets for these commodities durii^ the 
war. 

(iv) Distribution of Ptveign Trade by CouKtries 

In addlti<«i to the shifting of trade from one commodity gnap 
to another ihere have also been {Hxnounced changes in the trade 
currents to and fnun the various countries. Italy imported 
great quantities of material from the United States, British India, 
and Spain, about ten times as much as before the war. On the 
other hand her imports from nearby countries, like Greece, Swit- 
zerland and Tunis, did not keep pace with the general increase 
of imports for the country as a wb(Je. In hct exporis there was 
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a decrease not only rdatively but absolutdy in the case of the 
United States, Argentina, and Braal, and otlier distant countries. 
The exports increased to nearby countries, such as Greece, 
fVance, Switzeriand, and Spain. 

The following tables show the value of impwts and exports, 
and the trade balance, classified by countries, the percentage of 
the total trade taken by the countries q>ecified, and the growth 
(H* shrinkage of the trade of each country with Italy in the year 
1917 as oxnpared with the year 1913: 
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Another way of tabulating the imports and ezpcvts by coun- 
tries is to show trfiat percentage of the total trade of Italy was 
cmducted with each country. The increases and decreases are 
not absolute but relative. Again, the ratio of the trade of 1917 
to that of 1913, if ascertained for Italy as a whole and for each 
country trading with Italy, will show the countries with which 
Italy's trade grew more or less ra]Mdly than the average, or than 
the total trade. 
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* Tentative tetan. 

Thoae wbo o^^xse the idea of an eoonomic boycott of the 
TeutcHiic Poweis piHiit to the fact that no less than 33.5 per ceot 
of Italy's eqxMis in 1913 were shipped to Gennany and Austria, 
and that 34.0 per cent of her imports, mostly necessities, came 
from these two countries. 

From the above taUe sevnal important condusions become 
a^nrent Italian imports fnm Switzerland, Tripc^i, and Tunis 
declined. Switzerland, being poor in natural resources, had to 
import the raw materials for her own peculation, and owing to 
the scard^, was not able to su[^y either raw materials or goods 
manufactured therefran to other countries. Impwts from France 
and Great Britain remuned practically cMistant However, then 
were great increases of impiHts from the United States, British 
India, Spain, Egypt, and Aigratina. Countries that woe neuttal 
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at were far removed from tbe base of militaty c^ieratioiis became 
the stHirces of raw material during the war. 

The exports of Italy to oveisea couotries like tbe United States, 
Argentina, and Brazil declined. However, there was an increase 
of Italian eigxirts to the warring countries of Europe, particularly 
France and Greece, and to a less extent to neighboring countries, 
like Switzerland and Spain, 

The Balancx ot Tkade or Italy, CLASstnxD by Codntkies. 

iHgurea in milUoD liie; 000,000 omitted. Excess of Imports { — ); excess of 

Htports (+).] 
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' TCBUtiTC Tctum. 

These ccHidusions may be reached in an analysis of the Italian 
balance of trade with various countries. In comparing the figures 
for 1909, 1913, 1917 and 1918, we notice that during the war 
there was an increase in the excess of imports from the raw- 
material countries like Argentina, Brazil, British India, Egypt, 
and Spain, and from manufacturing countries like Great Britain 
and the United States. In the case of Egypt and Argoitina, the 
Italian excess of exports in 1909 and 1913 declined and changed 
to an excess of inqwrts, very marked fn»n Argentina. Scxne 
countries, in the trade with which Italy always had an excess of 
imports, were heavily drawn upcm during the war so that the 
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Italian excxaa of imports increased. This was true of Spain, 
fitazil, British India, Great Britain, and the United States. 

On the other liand, even during the war the excess of ^[ports 
to some countries increased, as to nei^boring Switzeriand, 
Greece, and Tripoli, In a some^riiat similar position were those 
countries, as France and Tunis, the Italian excess of impwts 
from which decreased. 

(v) Some Effects of the War — DevdopmetA of Armament, Chem- 
ical and Automobile Industries 

I. In brief it might be said that the war expanded the indus- 
trial capacity (rf Italy, developed new lines of production, and 
hastened her general econcxnic devdofHuent. However, Italy 
sufFered from certain limitatitms, particularly in the latter part 
of the war, such as lack of raw material and coal, shortage of 
labor, inadequate facilities for transportation, both c« land and 
sea, a dislocation of foreign ezdiange rates, and Government regu- 
lation of commerce by licensing impwts and experts.* 

The war industries, wWch developed very largely since 1914. 
employed in 1918 about half a million perscms. In this period 
their capacity was greatly increased — twelve-fold for cannon, 
thirty-fold for jwojectiles, and two hundred-fold for rifles. The 
Ansaldo Wo[te near Genoa became one of the most inqxtrtant 
armament firms in the world in 1918. Plans have been prepared 
for a transition to peace conditions of ^iproximatdy seventeen 
hundred munition plants all over Italy. The same development 
is to be noted in the chemical industry. Before the war the 
chonical Industries of Germany supplied Italy with about 200,- 
000,000 lire worth of cbnnicals, drugs, and dyes. The war had 
the effect of a prohibitive tariff and new plants were built at Cas- 
ti^ioncejlo, I^edmulera, and Ceng^o. The expectation of chem- 
icals rose from about 78,000,000 lire in 1913 to 238,000,000 lire 
in 1917. Like Great Britfua and France, Italy will protect htf 
infant industries after the war. Another important industry 
which was greatly stimulated by the war was the manufacture ci 
* Si^plement to Commerce Re forts Ba, Febnary a6, 19191 
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automobiles. The exports of vehicles rose from 43,000^000 lire 
in 1913 to 144,000,000 lire in 1917. After Italy had been at war 
for two years there were in operation forty-three plants manu- 
facturing automobiles and aeroplanes, the center of the industry 
being at Turin. 

During the war pleasure cars were produced in diminished 
numbers; motor trucks of the one-and-a-half and three-ton types 
constituted the chief output of the automobile plants. Italy now 
holds second place among the automobile exporting countries of 
the wwld. Whereas in 1915 she exported in value about me- 
fifth as much as the United States, she has bettered her position 
and now exports about cme-fourth as much. The following fig- 
ures were issued by tbe Italian Ministry of Commerce, showing 
the position of the chief countries exporting automobiles: 

Valus ov AvnwOBiLE Exports or Vakiods Cocntbixs. 
[Figures in mitlion lire: 000,000 omitted]' 
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Ilie increase of oports was acannpamed by a decline in im- 
ports. After the peace Italy ought to be able to find a ready 
market for her motor cais in Eun^, the Near and Far East, 
and Mediterranean countries. 

Socially, the effects on Italy have been umllar to those on 
most other countries. The war withdrew men from the front, 
and put women into industry. At the Fiat automobile plant at 
Turin 33 per cent of the employees are women. Women have 
replaced men not only at clerical work and at the easier tasks 
in industry, but in the shop and factory where monotonous 
repetitive <q>erations call for patience and deftness. The Ansaldo 
Woils at Genoa, amoi^ the first to employ women on a large 
scale, had 50,000 in their service in the summn of 1916, and 
ma 80,000 early in 1918. The solution of the after^war problem 
of women in industry is dqKodent upon many considerations, 
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such as the cost <rf living, the newly found freedom, the diaabiliQf 
of the males in the family, the diminished pro^>ects of mar- 
riage, and the fluctuations in the labor siq^y. 

B. After-War Potkies and Prospects 
(i) Itaiiaa Economic Policy After the War* 

The war has awakened Italy industrially. It has removed 
Gennaa influence from industry and finance, and has set Italian 
economic life «i a basis of its own. War-time devdofMnents 
have stimulated attempts to increase the industrial develc^ment 
of Italy, and to make Rome a thriving business city. The Aott- 
age of cool in Italy has fostered hydro-dectric devdt^ment. The 
^fident utilization of natural and human reaouices, the popu- 
larization of technical education, the increase of exports and the 
limitatiMt of imports, the coodusicn of favtN^le commercial 
treaties, the devdcqmient of a merchant marine adequate to 
Italian axnmercial needs, and the creation of financial facilities 
for trade, all of these measures are essential parts of Italian aftK- 
war -polky. 

During 1917 a sort of reconstruction committee was organized 
to framulate a post-war policy. In addition to the offidal body, 
associations like "The Brewers of Italy," "The Cmisumers and 
Producers," and other groups of industrial and annmerdal inter- 
ests organized and proposed programs of action and ncommended 
legislation. Industrially, Italy is more fortunate than any of 
the belligerents, in so far as the \sbor supply is concerned. Be- 
fore the war hundreds of thousands of her laborers emigrated. 
During the war this flow ceased and in ^ite of her losses in 
killed she has an adequate supply of labor, periiaps a greater sup- 
ply than if the war had not taken place. This human asset en- 
dows the Italian after-war industrial program with a touch of 

'Much of the descriptive matter on the effects of the war and on 
the after-war policy has been taken from the excellent article on 
Italy, the fourth in a series on the after-war problems of the European 
countries published in the New York Evening Post on Saturdays, May 
35 to June 23, 191& 
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rtaiity which is laddng in that of smne of the other countries 
on the continenL 

Paxt of the scheme for the iodustrialization of Italy is the pro- 
posal to make Rome the industrial, axninerdal, and financial 
center. If "the destiny of Italy summoDS her to be the England 
of the South," Rome is to be her London. AH sorts of measures 
have been recommended, such as the foundation of technical 
schools in Rome, the granting of factwy sites, the extension of 
fadlities for the monicipol and railway authorities, the utilization 
of abundant water-power, of idle land and ample \dboi, and the 
reduction of the cost of living in Rome. It is even proposed to 
make Rome a se^x»t by building a deep-water canal fifteen miles 
long. 

The more conservative eoxicnniats view with skepticism any 
attempt to transform immediately an agricidtural center into a 
commercial dty; they advocate instead the establishment at 
Rome of a free zone like the free port of Hamburg or of Naples. 
This would constitute an inducement for manufacturing to center 
in the city. 

The program of industrialization is the counterpart of a move- 
ment for the establishment of a self-sufficient Italy, "to prevail 
the country freed from the economic tutelage of Germany fr(»n 
falling under that of France or England." ' Italy fought the war 
not for the Allies, but for heiself, and therefore she means to 
conduct her economic enterprise after the war independently of 
fweign patronage. The proposal ftH- an economic entente of the 
Latin countries was considered impracticable because France and 
Spain are c(»npetitors of Italy in the same fields. Th^ needs 
are not reciprocal. The attempt to form closer connections with 
England has been obstructed by the high prices of British 
commodities, particularly coal. 

The difficulties of exchange and the need for restricting Imports 
have focused attention upon the annual payment of over 180,- 
000,000 lire which Italy paid for British coal. Just as the war 
freed Italy from German economic domination, so the peace will 
find Italy determined to resist dependence upon any other coun- 

'Signor Paolo Orlando in the Nuova Antologia. 
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tiy. Italtao hydro-electric power is to be substituted for British 
coal. "With our own electric plant we should at one blow strike 
aS a double yt^e; that of our servitude to Germaiiy, and that 
of our dependence on England. The hrst is more perilous be- 
cause political; but the second, because economic, is still ex- 
tremely serious." * During the war Italy's dq>endence upcm 
foreign coal almost resulted in military disaster, and it was a 
serious impediment in the gjass and earthenware industry. "Even 
before the war the electrical industry was the most highly devd- 
oped in the country, mote capital being sunk in it than in ai^ 
other branch of Italian industries except railways. The hydro- 
electric power production had increased &ve-fold in sevtn yeais, 
and amounted to about a million horsepower in 1914. Italy has 
the greatest amount of accessible water-power per square mile 
of any nation in Europe." In Sardinia and in the lower peninsula 
woi^ on the construction of great reservoirs has omtinued during 
the war with the object of st^Iying hydro-dectric power, pn- 
venting floods, and irrigating summer crops. 

To achieve her industrial develt^unent Italy will not <Hily have 
to retain her nligiBting labor at home, but she will have to edu- 
cate it tedmically. Indeed, it was the mechanical skiU of the 
Italian workmen that made possible the manufacture of muni- 
tions, airplanes, and motor-cars. It is intended to utilize this un- 
developed human resource for purposes of peace, and to sub- 
stitute native Italian mechanics for impwted German technical 
men. Schools are to be set up is various parts of the country to 
utilize the raw materials which form^y were exported to manu- 
facturing countries like Belgium, Germany, France, and Great 
Britain. To quote Paolo Orlando again: 

"When one realizes that in Italy only 5 per cent of human 
energy is expended in useful work, that only 15 per cent <^ 
the calories of coal are used, one is persuaded that Italy OMild 
increase its limited production by 100 per cent." 

The development of industries and the utilization of the re- 
sources of the country are essential for righting its trade balann. 
Before the war the increase in foreign trade was notable, amoont- 

*Signor Erio Gray, "The Bloodless War." 

D.D.t.zea by Google 



AND RECOKSTRUCTION 275 

ing to 118 per cent in the d^teen years from 1890 to 1907. 
This vas 60 per cent more than the increase in the trade t^ 
Kigland, and 25 per coit more than that of Germany. Howevo-, 
Italy always imported more than she exptHied before the war, 
and this feature of her trade developed to a dangCTOus extreme 
during the war. The excess of imports increased over 1000 per 
coit, and anxwated in 1917 to twice the excess of imports ot 
Great Britain in 1913. To restore the balance of exports and 
impn^ it will be necessary for Italy to rdy less iqwn the gold 
sent to her by her natl(»ials resident abroad and more upcHi mer- 
chandise ^rarted and exchanged for imports. This kind of a 
balance involves mme extended industrialization, and the utilizar 
tion in local manufacture of available raw materials. 

To achieve this end aid is expected from the Govenunent It 
is hoped that consular agents will be able not only to speaik 
Italian but also to care for Italian interests, that a consistent 
export pcUcy will be followed, and that the restrictions on esqxvts 
will be entirely abolished. Furthermore, the Government has a 
commissitm at work to revise the tariff and to negotiate new 
commercial treaties. Italy's industries have been investigated by 
a tariff commission and it is likely that a bargaining tariff will be 
framed with conces»(»is and penalties for securing favorable 
treatment and as a means of defense against discriminaticHi. The 
commercial treaties in force at {Heseot are provii^fHial and may 
be terminated at the end of any quarter-year as in the case of 
the treaty with France or at the end of the year as in the case of 
the treaties with Brazil, Japan, Roumania, Serbia, Spain, and 
Switzerland. 

The devel(^ment of ccHnmerce depends upon the fostering of 
industry, and both are related to the problem of supplying an 
adequate merchant marine. In spite of her long seacoast, far 
greater than Germany's, Italy tanks sev^ith among the maritime 
nations of the world. Her submarine losses reduced her tmnage 
considoably, and steps have been taken to restore the Italian 
merchant marine. 

A Ministry of Land and Marine Transport, with a bureau for 
the merchant marine, was set up in June, 1916. At the aid of 
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1916 a combinatiog of the leading shipfung interests, with a 
c^tal of over 100,000,000 lire, was fonned to foster tnde with 
South America. The Government has authorized the constroc- 
tioo of a diydocit at Naj^ irtiich is to be the largest in the 
Meditenanean. The questions of ship mortgages, advances to 
ship buildos, and subsidies to ship operatois are bdng dis- 
cussed. 

B^ore the war Italian finance was under GCTTuan ccmtrol. The 
Banca Commerdale, a Gomao institution established in 1895 and 
backed by the Bleichroedeis, exerted a powerful infiuence, bodi 
fi nan ci al l y and industrially. It fostered new enterprises {ova a 
hundred and fifty companies), with a total aqyitalization of oae 
and a third billion lire. It restored e:q)wt5, which had been de- 
dining before its energizing influeaice was fdL Ninety-nine pff 
cent of. the dectric power in the Province of Venetia was in the 
hands of interests allied with the Banca Conrntadale. As a re- 
sult of the war Goman influence was completely diminated and 
dos« financial OMmectifxis with England formed. The Credito 
ItaliaDO, in coi^Kratioo with Lloyd's Bank and Qie Ixmdon 
County and Westminster Bank, founded the Compagnia Italo- 
Britaonica of Milan with a capital of 10,000,000 lire to pnxnote 
trade relations between Great Britain and Italy. Its counterpart 
was the British-Italian Corporati<xi in London. It is hoped that 
the union of British and Italian finandal interests will be as 
productive as Italians admit the Teutonic commercial alliance 



(ii) Italy's Economic Prospects 

There has been much discusaon of an anti-Teutonic boycott. 
However, the sober eccmomists point to the fact that about cxie- 
quarter of Italy's trade, both inward and outward, was trans- 
acted with the Germanic powers. Of the Italian exports of fr^ 
vegetables in 1913, 69 per cent were sent to the Central Em- 
igres. About 300,000,000 lire worth of fruits and v^etables were 
shipped annually from Italy to Germany and Austria, b bulk, 
amo\jnting to over half a millioa tons. Whether a bc^cott can be 
effective in the &ce of such prcdtable trade is very mudi ot a 
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question. But pn^Inquity leads to a develo|Knent of mutual 
ecMiomic interests, and trade with Gennany cannot be ^e- 
tracked except at Italy's loss. As an Italian merchant put it, 
"No matter how patriotic we are, if Gennany can sdl goods 
at one doUar, which cost two dollars elsewhere, Gennany vHI get 
the business." 

Can Italy dispense with the benefits that Germany confenvd 
upon her before the war? Ferrero, the historian, said: 

"Everything became Germanized, army, banks, railways, in- 
dustry, commerce, sdeoce, philosophy, social thetHies, sduwls, 
and universities. The presmt generation in Italy has no thou{^ 
to ^nre for anything but how to devdcp industrial machinoy, 
how to increase salary, income, profits, and production, and to in- 
sure the progress of the country in accordance with a rudely 
quantitative conc^tion of progress." Other writers see "a 
strange afBnity between Italy and Germany." • Others say, 
"Italy resembles Germany rather than England or France."^ 
An En^ishman says: 

"During the present century Germany has stood forth in the 
^es of the pec^e of Italy as the embodiment of all the essential 
characteristics by which world power is achieved. Italy stood be- 
wildered at the thought that she would perhaps share this power 
and enjoy this wealth and prosperity." 

In any survey of after-war pro^cts there is always prominent 
the question of the ability of Italy to dispense with the admit- 
tedly invigorating inSuence of Gennany before the war, and in 
the disorganized state of intematicmal trade to impose any addi- 
tional restrictions upon the fairly free Sow of commax» as it 
existed before the war. 

A limiting factor is the lack of raw mat«ials. The Italian soil 
is exhausted after twenty-five centuries of continuous cultiva- 
tion. Italian waters are full of coral, but lacking in fish. Tbe 
agricultural products include ^lecialties like almonds, oranges, 
olives, and figs, but staples like cereals, potatoes, and legumes 

'Jacques Bunviile. 

'Sidney Low, Italy in the War." 
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are InsufiGdent Italy must oxitintie to be dqwndent upon tor- 
«gn economic suf^rt whether it be German or some otha. 

FiDally, the effects of the war have been veiy serious. "Tlie 
war has upset the whole country, and is incapable of giving any 
tangible result i»'oportional to the sacrifices it has cost." ' 

The burdens of the war include an addition of thirty biOion 
lire of indebtedness, a greatly depredated ochange, and a dis- 
crimination agmnst the luxury trade, in Italian silks and art prod- 
ucts, upon the part of Italy's customers. The additional terribly 
which the peace conference has granted Italy may prove not a 
source of revenue, but like the German colonies in Africa, an 
expensive gratification of a national whim. 

However, none of these difficulties are insuperable. In many 
of them she is not aliBie. She shares with Britain an increase in 
debt; with France a derangemmt of exchange, with Bdgium a 
devastation of territory. Except for coal, iron, and potash, Ga- 
many's economic progtesa was built up on imputed raw ma- 
teri^s. Italy's future need therefore be no less bright than that 
of Germany in 1880. The great lessen of the economic rise 
of Germany, indeed the mmal of the war, is that the real re- 
sources of a country are its citizens, its trained mechanics, its 
I^oneering scientists. Italy has ha leaders in sdeace and in- 
dustry. She needs but to promote education for the masses 
in order to multiply the sources of her natimal power. In her 
abundant labor lies her potential greatness. . 

'Ferrero, "Revue des Nations Latines," January, igiSL 
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CHAPTER Vn 
JAPAN » 



A. Pre-War ContUtiom and the Egect of the War 
(i) The Effect of the War in General 

Before pFoceeding to a consideratkHi of Japanese ccmunerce 
in its relatioD to the war, let ns briefly summarize the effect 
of the war («i Japanese econonuc life in general for the period 
January, 1914, to January, 1918. As in all other countries retail 
prices rose considerably. Company profits increased; dividends 
were large. Security prices rose. Railroad gross eamings in- 
creased. Imports rose rapidly, and exports increased more so. 
The spede reserve trebled and the note issue more than doubled. 
Postal savings deposits increased. The banks more than trebled 
thdr deports, and slightly increased their coital. The public 
debt declined. The data given in the following tables illustrate 
these facts. 

Ecoitoiac ErrKCi or nm Wai oh Japam.* 
(All unoonts In million yen; 000 
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'Some of this material has been presented in extended form in a 
valuable monograph, "Japan: Trade During the War," issued by the 
U. S. Tariff Gnnmission. 

'London Economiti, August 3rd, 1918. 
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(ii) The Increase in tie Votitme of Trade 

Comparing 1913 with 1918 we fiod that the total trade of 
Japan almost trebled during the war. Exports increased more 
rapidly, both relatively and absolutely, than imports. The result 
was that the trade balance changed from an excess of imports 
in 1913 to an excess of exports in 1918.* 

'Annual Return of the Foreign Trade of the Em^re of Japan. iQill 
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FOXXIGN TXADE 07 JaFAN, I9IO TO I918. 

[Value in millkin yen; 000,000 omitted; i yen equals $0.4985} 
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(iii) Chaises in the Commodities of Foreign Trade 

Even before the war Japan was, to an increa^og extent, be- 
coming a manufacturing country. Imports of taw materials grew 
mwe r^dly than Imports of manufactured goods. During the 
war tius tendency became more pronounced. Raw-material im- 
pcffts }n 1917 were 1.6 times those in 1913, and imports of portly 
manufactured goods 3.54 times the 1913 imports. On the other 
hand, inqsorts of umnanubctured food, drink, and tobacco, were 
only 0.36 of the 1913 purchases, and c(»npletdy manufactured 
goods 0.S4. In other words, imports of raw materials and partly 
manufactured goods increased, but the imports of food and of 
completely mantifactured goods decreased. In the expwt trade 
we also find evidences of the industrialization of JspsiD during 
the war. Between the years 1913 and 1917, the greatest increase 
was in exports of ctmydetely manufactured goods, which were 3.18 
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times as great. Id law materials, however, the increase was mucli 
less, being only 1.59 times as great as in 1913. 

The following table shows J^>an's foreign trade by groups ot 
commodities for igio and for 1913 to 1917. The ratio of values 
in 1917 to those in 1913 is given for each group of the inqxtrts 
and expwts. 
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That the war has increase the devel<qHnent of manufacturing 
In Japan is shown by the fact that in 1913 raw materials con- 
stituted 48.5 per cent of the irapcffts, and in 1917, 54.5 per cent; 
partly manufactured articles constituted 17.4 per cent in 1913) 
and 31.1 per cent in 1917; and completely manufactured articles 
made up 17.0 per cent of the imports in 1913, and 10.0 per cent 
in 1917. In short, imports of raw materials increased; imports 
of manufactured goods decreased. The taidaicy to industrializa- 
tion in Japan during the war is shown also by the changes in 
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ibe prapartioD of commodi^ groups of esports to the wbt^ Id 
1913 ezpOTts of raw materials wen 8.1 per cent of the total, 
and in 1917 cmly 5.1 per cent. In 1913 partly manufactured 
articles constituted 51.9 per cent of the exports, and in 1917 only 
45.3 per cent. On the other hand, cmnpletely manufactured 
articles made up a larger percentage of total exports in 1917 than 
in 1913, the figures being 36.7 per cent and 39.3 pa- cent respec- 
tivdy. That is, exports of raw mat^als decreased; exports of 
manufoctared goods increased. 

The following table shows the relative in^xKtance of the vari- 
ous groops of commodities in Japan's foreign trade for recent 
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A further subdivision of the commodities entering into the for- 
eign trade of Japan reveals scffoe interesting facts. The largest 
rdative increase of imports was in the ores and metals group. 
la 1913 this group ccmstituted about 10 per cent of the total im- 
ports, and in 1917 about 36 per cent. On the other hand, there 
was a am^derable decrease in the percentage of total imports 
rqnvsented by grains and flours, beverages and tobacco, docks, 
watches, and scientific instruments. These and other changes are 
shown in the following table: 
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An analysis of the relative importance of specified articles erf 
export shows an increase for all manufoctured goods and a de- 
crease for most raw materials and goods entering into manu- 
facture. The largest increase was in the enqx^ts of clocks, 
scientific instruments and machinery, which constituted i .03 per 
cent of the total exports in 1913 and 7.3s per cent in 1917. The 
exports of metals rose from 4.9S per cent of the total in 1913 to 
10,72 per cent in 1917. On the other hand, there was a con- 
siderable decline in the case of yams, threads, and other textile 
raw materials. 

RxLAiTVX DiSTUDDnON or Specified AsncLES 01 Exfoxt 
[Several groups omitted) 
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A good summary of the industrial and commercial expansion 
of Japan was given by the German magazine, Export} Jf^an 
has devel<q>ed with amaang rapidity from an agricultural to an 
industrial state, and now manufactures articles which were for- 
meriy the oclusive pnxluct of Eunqw. Many such pnxlucts 
are now sent to Europe. Before the war Japan ezputed about 
60,000 lead pmcOs; in 1916 she esported 144,000,000. Under- 
wear and articles like bicycles, enameled vessels, mechanical goods 
and thermos bottles figure largely among her enqwrts. The value 
of cotton stockings, glass, and glass articles sent to foreign mar- 
kets has increased In three years by 3,000 per coit. Countless 
articles which befcH« the war w«e made only in Eurt^, are now 
manufactured in J^Kin. She flooded Australia and India with 
matches. Because she can produce some of her goods more 
cheaply than Emxqw can, Japan has secured a permauHit ma^et 
for them. New industrial companies are being fonned every- 
where throu^iout the country. 

"One of the leading corporations recently doubled its capital in 
order to undertake the manufacture of tools and machinery. Be- 
fore the war Japan was absolutely dependent upon Europe for 
diemicals, but chemical factories have grown up like mushrooms 
and the Japanese industries can now supply large quantities of 
aniline salts, dyes, sulphuric add, and uuiilar products. The 
Japanese government has guaranteed a dividend of & per cent per 
annum for the next ten years to about eighty chemical manu- 
facturers. In the textile industry dividends of 100 per cent have 
been declared by several companies, Tlie govnnment is encour- 
aging the development of new industries. Every newly estab- 
lished smelting works obtains exemption from taxation for tea 
years. Japan is at the beginning of her industrial develt^ment. 
While she may not retain all of her gains in trade, she has se- 
cured a firm footing in many new mailcets." 

The articles showing the largest increase in value of imports 
and sports in 1917 over 1916 are chieBy iron and textile prod- 
acts. Thus the imports of iron bars, plates, etc., rose from 
$35,000,000 to $83,000,000, and of raw cotton from $138,000,000 

*Novenit>er 19, 1918. 
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to $i6s,ocx>,ooo. Aowng the eqxRts then ms an inaease in 
tlie value <A nw ulk in 1917 over 1916 ot about $44,000^000, 
and in cotteo fabrics of about $34,000,000.* In 3{Hte of the 
fact that the United States imposed lestcictioDS upon the inqrarta- 
ticm fA cottfMi doth, paper, matches, porcdain, and 0BS&, yet 
eveiy one of these coomiodities was etpwted in greater vdmne by 
Japan. She foimd new markets to take these goods, as wdl as 
gilt handkerchiefs, butttms, mnbrdlaa, aod »«a*Hny^ gQ of ifhich 
diowed imptxiant gains during 191S.' 

In the textile fidd the increase ot eiports <rf ma nufa c tur ed 
goods has been aaxxnpanied by a decrease in impcvts, and by an 
increase in imports of raw materials. Fw instance, io^xKts of 
raw cotton rose from i2fioofioo yea to 374,000,000 yva from 
1896 to 1916, but imports of manufactured thread declined from 
11,000,000 yen to 353,000 yen. And exports <rf cotton yam 
manu&ctured in J^tan rose fnxn 4,000,000 to Jjjooofioo yen in 
the same period. There was also a remaikable increase in im- 
ports ot raw wod, but a considerably smaller increase in impMts 
of wod thread. The following table indicates the growth of 
leading lines of manufactures in Japan.* 

tViiue in milliop yen; 000,000 omitted ) 
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As a result of the difficulty in impwting iron during the war, 
Japan was under the necessity of develiqiing her own irtu in- 
dustry. In order to do this the government extended privile^ 
to companies that enlarged thdr {dants. Works with an annual 

' Commercial Attache Frank R. Rutter, Tokio, in Commtret RtporU, 
Febniaiy 10, 1918. 

'Standard Trade Service, December 34, 1918. 

* EconcmuU Fnutfait, Oct 5, 1918. 
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output of over 5,000 tons are exai4>ted tmm taxation tat tea 
yeais, and any inn and sted jAants whose annual output is 
over 5S,ooo tons may secure any land they require ^3y caa- 
dcmnation i»oceedings. The d<»nestic production of iron and 
sted was as tcHami 
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The paint industry was practically created by tlie war. Prior 
to 1914 Japan had been buying quantities of paint and vamish 
in Europe. However, as a result of the demand fitMn China, 
Briti^ India, and the countries in the southnu Pacific, the 
manufacture and export of paints rose over 3,000 per cent from 

1915 to 1918. In 1915 the value of these exports was 137,000 
yen; in 1916 it rose to 256,000 yen; in 1917 to 505,000 yen; 
and by the middle of 1918 the value of paint eiqwrts amounted 
to i^7/}oo yen.* 

The toy industry shows a ^milar record of progress. In 1907 
eqxwts of toys from Japan amounted to about $395,000, and in 
1917 to over $4,300,000. For 1918 the figures were still higher. 
A large percentage of the toys exported from Japan are fw the 
United States market, which bought $1,910,000 in 1918 as com- 
pared with $303,000 in 1913. 

In the case of electrical goods there has been a similar ex- 
pansion.* In 1913 exports amounted to about 1,000,000 y^, 
and imports to about i3,ooo/xx> yen. As the war went on the 
tendency was toward greater exports and smaller impn^ In 

1916 the expOTts were far greater than the imports, the expwts 
amounting to 7,300,000 yen, and the imports to 4,100,000 yen. 
Before the war Japan produced od\y 10 per cent of the dynamos 
and motors in the larger sizes, all machines over i,ooa kilowatts 
capacity being imported; but she is now making machines with 
a capad^ as high as 13,500 kilowatts. In addition to supplying 

*Iapm AJvtrluer, Oct, 1918. 'Oriental Economist. Aug., 1918. 
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her own needs, Japaa has devdcped maAets in China, India, and 
Asiatic Russia. 

(iv) Changes in the Currents of Foreign Trade 
During the war the direction of Japanese trade cun«nts greatly 
changed. The outstanding feature was the shortening of trade 
routes. This was undoubtedly due to the enforced ecoowny in 
the use of shipping resulting from the submarine warfare. A 
good deal of the tiansshi[mient trade of the Far East was 
eliminated, and J^>an greatly increased her trade with countries 
bordering on the Pacific The ocean was far from being a barrier 
between Japan and the Americas. Direct routes were established 
and trade by transshipment through Eun^ was discontinued. 
Absdute increases in the trade of J^>an was greatest with the 
United States. China and India fcdlowed with smaller increases. 
Relatively, howevCT, the greatest increases were with South 
Ammca, South Africa, and Asiatic Russia. The nature of the 
change in the trade balance of J^»n is of intoest. In the trade 
with the United States thoe was in 1913 an excess of eqrarta 
from Japan to the United States, and in 1918, there was an 
excess of imports. In other words, Japan drew heavOy on the 
United States for raw materials. On the other hand, the trade 
of Japan with the great manufacturing countries, Great Britain 
and France, changed from an excess of imports to an excess of 
exports. That is, Japan manufactured goods for the Eur(q>ean 
belligerents. The exception was Italy. The trade with this 
country showed an excess of exports in 1913, which declined in 
1918 because Japanese ships were diverted to the trans-Pacific 
trade. In the case of the raw material countries, like Ans- 
tralia, Africa, South America, and the Philippines, Jfqwn's trade 
changed from an etcess of imports in 1913 to an excess (rf 
exports m 1918. This change was due to the fact that Japin 
supplanted the manufacturing countries of Europe, who before 
the war exported in large quantities to the industrially backward 
countries. The exception was Chile. In 1913 and in 1918 the 
trade of Japan had an excess of imports frc»n Chile. 
Tbeae and other changes are illustrated in the table. 
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It b norihy of note that only In the exports to Italy was thece 
any shrinkage. However, the imports fnMn Great Britain, France, 
atKl Italy declined in 1918. 

The ^ting of the distribution of Japanese trade by countries 
may be illustrated by a comparison of the percentages of the 
total Japanese trade wiiich was carried on with any me country 
in 1913 and 1917. The United States in 1913 furnished about 
17 per cent of the total imports of Japan, and in 1917 about 35 
per cent Imports fron? Aostralia rose slightly, yMle those from 
Asiatic countries remained fairly constant. The striking decline 
is in impOTts from Europe. In 1913 J^>an recuved 30 per cent 
<rf her total lmp(»ts fnxn Europe, and in 1917 <Hily 8 per cent. 
This condition was due to many causes, mainly the lack of a 
sur[dus in Europe for export and the scarcity of tonnage ftx- tlw 
long sea voyage. 

The following table shows the value of the import trade (rf 
Japan with the chief OHmtries and the percentage each of these 
8iq)plied in 1913 and 1917: 

Valux 01 Ikpokis and Pxa Cint. or Total, iqij amd 1917. 
[Values in nuUioD yen; 000,000 omitted] 
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An analysis of the Gip(»ts of Japan itx 1913 and 1917 shows 
but little change in the distribution by amtinents, and in many 
cases even by countries. However, in the case of Europe, -wiale 
the total export trade constituted approximatdy the same per- 
centage in 1913 and 1917, yet there were notable changes. The 
eiqXKts of J^)an to Great Britain in 1913 constituted about $ 
per cent of the total, and in 1917 about 13 per cent. On the 
otbar hand, J^ianese exports to France constituted in 1913 about 
10 per cent of the total Ji^tanese export trade, and in 1917 
about 6 per cent. 

Valuk or ExMBTs and Per Cent or Total, 1913 and 1917. 
(Values in milliim jen; 000,000 omitted.] 
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(a) The DevelopmaU of New Markets 
The nature of the change in Japanese commerce may best be 
illustrated by an analyas of tbe trade of J^>an in newly devel- 
oped markets. While the «q>orts to China in 1917 were about 
310 per cent of those in 1913, yet the number of commodities 
was CMisiderably larger. In fact many Japanese commodities ap- 
peared for the first time on the Chinese market. The growth of 
expMis to China in particular commodities is shown in the 
following table: 
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Valus ov SnoriKD Exfokts to Chima, 1913 aho 1917. 
[Figures m million yra; 000,000 omitted.] 
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The growth was as high as twenty^-fold in the case of white 
sheetings and througfaout the list ran ccu^derably over the 110 
per cent increase in the total value of Japanese exports to 

A similar situation holds true for Japanese esports to Briti^ 
India. The growth of total j£y>anese expcMts to British India was 
about 67s per cent, but in particular commodities it was caa- 
siderably higher, being about 3,000 per cent, in the case of gray 
sheetings, and about 7,000 per cent in the case of cotton blan- 
kets. Several Japanese products aj^ieared for the first time on 
the Indian market, such as electric wire, window glass, and acetic 
add. 

The following tablte shows some of the important changes in the 
J^ianese exports to India: 

Vaiox of Sfecefizd Exfoxts to Bbtrsh Iinju, 1913 and 1917. 



IFigures in million yen; 000,000 omitted.] 
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In the Australian maAet Japan's export trade in general rose 
about three-fold from 1913 to 1917, but here also in many cc»n- 
moditjes the growth was more rapid. This is particularly true in 
the case of textiles, which before the war were imported from 
En^and. However, Japan has dis[^aced not <Kily England, but 
also Germany, which contrc^led the Australian market for por- 
celain and ^assware. Japan is devdc^ing new markets in Aus< 
tralia for pianos and electrical goods. 

Japan has also cf>ened new fields for her e^xHls on the Amer- 
ican continents. The growth of Japanese cqxirts to the United 
States from 1913 to 1917 was about 260 per cent, but surgical 
instruments, toys, matches, vegetable oils and other articles 
showed a much greater growth. In some cases Japanese com- 
modities appeared for the first time <ai the American market 
The following shows several important J^anese exports to the 
United States which have increi^ greatly during the war: 

Valuz 01 Speciitzd Exfosts to UinTEii States, 1913 and 1917. 
[FiguTes in million yen; 000,000 omitted.) 
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Of the many novel devel(q)ments in Japanese commerce during 
the war, perii^» the most striking is the huge mcrease in trade 
with the Soutli American countries. Before the war Great 
Britain and Germany were the chief purchasers of the raw mar 
terials of the South Am«ican cmmtries, as well as the main 
sources of thdr su[^ly of manufactured goods. The blockade of 
Germany and the dislocatimi of British trade left gaps and de- 
ficiencies in the commerce of South America. As a result, J^)an 
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begui to sapfly the goods to Sooth Amaica that fomeily came 
bom Europe, and to boy the raw matciials. Japanese onigrants 
woe encouraged to settle in South America. A r^olar mmthly 
twnwiitp scxvice was opened between Japan and the Sooth 
American ports. The Toyo Kisen Kaisba, cme tA the largest 
steamship lines in J^iatt, ocganized a ORnpany to foster trade on 
a large scale between Japan and Soath America. 

The growth c^ both eiports and imports was progresave from 
1915 throng 1918. The extent of the growth of the trade with 
the three leading coantries may be seen btim the fcdknring 
table: 
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The impcHtant ezpcHls of Japan to South America are mostly 
notions, fans, silk handkerchiefs, habutai, paper handkerchief, 
and fancy goods. Jq>an practically has a m(Hi<q»ly of the paper- 
napkin trade of the caf^ of the Riv^ Plate. Other important 
eq>orts are camfAtor, pwcdain, tin goods, matches, toys, and 
cottmi ^xtds. The chief imports from South America are metals 
and coffee from BrazU, woc^ fraa the Argentina nitrate of sods 
from Chile, and skin, tallow, and bones from various couo- 
tries, 

J^jan sent many cmnmercial del^ptions, ^cial and unofficial, 
to South America for the purpose of prcMDoting trade. But the 
efforts to establish trade connections are not all ooe-sided. Brazil 
has oilarged its consular service in Japan. CbOe sent a com- 
missioi representing the cottmi i»oducera to J^xm to a»ifer with 
the cotton spinners, so as to foster the trade in raw cottw. Ihe 
Argentme wool [Htidaceis have made inquiries in Jiq»n to find 
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man parcbasoi for their mxA. Peru has modified its expCHt tax 
so as to ^icourage the expwt lA sugar, cottrai, coj^kt, and lead. 
A Mexican sted woriis has sent sami^ and q>ecificatioDS to the 
Japanese OHDmerda] museum in the hope of increasing its sales 
to Japanese steel consumers. The Yokt^iama ^xde bank has 
{q>ened oSces at Buenos Aires to facilitate the fimtnring of the 
newly develt^)ed trade." 

(v) An Analysis of the Trade in Important Commo^tiet 

Hie capture by the Japanese of markets fwmeriy held by Ger^ 
many, the dl^lacement of Great Britain to some extent in the 
markets of the Far East, the development of new industries in 
Japan, these and other effects of the war are reSected in the 
tiade of Japan in particular commodities. The three moat im- 
portant commodity groups are textiles, including yams, threads, 
and cloth, which in 1917 cimstituted 41 per cent of the impwts 
and 55 per cent of the exports; cses and metals, vtiach made up 
in 1917 36 per cent of the imp(Hts and 11 per cent of tbe ex- 
ports; and docks, scientific instruments, and machinery, which 
in 1917 r^Hesented about 5 per cent of the imports and 7 pa 
cent of the eiqMMrts. Gianges in these three groups, com^Hisng 
73 per cent of imports and 73 per cent of exports, are typcal 
of the changes in the vcdume and the directim <^ whole trade.** 

(a) Textiles 
(i) Imports of Cotton 

Japan^ imports of raw cotton have grown from 3,900 bales in 
1880 to about 1,880,000 bales in 1917, the maximum being 
reached in 1916 when 3,230,000 bal^ were purchased. Tbe first 
purchase of American cotton consisted of a sam[4e bale inqwrted 
in 1886. Since that date imp(Hts of American cotton have in- 

'lapan AdvertUtr, May, 1918, givii^ a summary of the Annual 
Report of the Department of Agriculture and Commerce. 

"U. S. Tarifi Commisuon, "Japan: Trade During the War," pagca 
6^ 71, ;ft 98, 104. "O, III, 
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creased steadily; occasionally fluctuations are explained by die 
diff««nce in prices of Amer'can and Indian cottcm. Vay little 
cotton is now grown in Japan. The maximnm [xtxluction re- 
ported was in 1887, 370,000 bales; the iHt>ductioo in 1916 
amounted to tmly 13,872 bales. Hie decrease is due to the 
greater prc^ts obtained in the growing of cn^ other than cot< 



The following table shows the source 1 
raw cotton: 



[ Japanese inqx>rts of 



DrSTMBOTTOM BY COUHTMES O 


p Japanese Iicpokts 


3F Cotton 


1913-17. 


InvnWfKH. 


tm 


tm 


n,j«, 


Aran* 
7.07 
61.13 
37.49 
4.31 








25.41 

3.61 










100.00 

333.6 

3»-0!l 


100 00 




331.0 
3>M 







The chief sources of cottcn impmled into J^xm in 1917 were 
the same as in 1913. The bulk of the Chinese cotton exports 
go to J^)an. Chinese cotton, howevw, has a short sti^e, so 
that Japan imported from the United States cotton with a kMiger 
fiber and of a finer quali^. If Japanese cotton mahufacturen 
are to produce finer grades of yams and piece goods, th^ wiH 
rely to a greater degree on American cotton. 



(2) Imports of Wool 

The Jq)anese woolen industry is dependent on fordgn sources 
tor its raw materials. The domestic |»oduction of wocd is insig- 
nificant and probably will remain so. Before the war J^ian 
obtained wool from Australia and Great Britain. During the 
first two years of the war imparts from Great Britain wo'e cur- 
tailed, whereas those from Australia, direct, increased, so that 
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in 1916 over 90 per cent of the wool came from that country. 
The impcHls from China, which in the period 1913 to 1915 
rose frtHn 2 per cent to 14.89 p^ cent of the total imports, 
declined in 1916 and 1917, owing to unfavorable rates of ex- 
change. Owing to the restriction on the exportation of wo(A 
from Australia in 1917, J^nnese imports from that country great- 
ly declined; but the total imports increased in quantity as well as 
in value, Australia being replaced by South Africa and South 
America. 

The increase of inqwrts was due to the fact that the Far 
Eastern countries which had been dependent for tbdr woolen 
yams and cloths upon Great Britain and the United States 
were no longer able to obtain them from these sources and turned 
to Japan for woolen goods. FurthermOTe, the Rus^an Govern- 
ment had placed large orders tor doth in 1915. 

The changes in the source of wool imported Into Jtipsa are 
shown in the following table: 



DlSTECBDTION BT COOKIUXS 


r Japahmi Imporis o» Wool, 1513 to 1917. 


ImpMedbdm 


iflU 


lfll4 


ipij 


iet6 


loir 


rhfn. 


45-5° 
49-88 


Prami 
8.99 
34.74 

54-93 
1-34 


Ptremt 
I4.S9 
4-SS 
78.40 

"a'.lfi 


Pmemt 


Fmamt 




93 


67 
IS 


IS, 

33-05 
3S-7* 

V4. 




C^w ColoDy and Nstal 

Reatof Airica .. . 








a.S» 






■sn 








iS.«8 


100.00 
14,784 


100.00 
30.S84 


100 00 


100 00 




33. 


07 


5»."a 



It is worthy of note that in the case of cotton the imports iat 
the five years 1913 to 1917 were distributed in much the same 
way throughout, and the quantity fluctuated only about 25 per 
cent, while in the case of wocd the distribution by countries 
changed very radically and the quantity imported rose frtsn 
about 30,000,000 pounds to about 53,000,000 pounds. That is, 
the quantity of wool imported in 1917 was aj^ times as grea£ 
as in 1913. The difference may be due to the fact that the 
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sources ot cotton are fewer and that no such change is the trade 
therein was possible as in the case of wool. FortheniKMe, cotton 
even before the war moved directly between the producing coun- 
tries, the United States and British India, and the consuming 
cotmtry, Japan. However, in the case of wool, Great Britain in 
1913 transshipped much of the wocd to Japan, whereas in 1917, 
J^xin obtained her su[fi]y directly from the {xoducdng country. 



(3) Exports of Raw SOk 

Raw silk is the |MincipaI e]q>ort commodity in the trade of 
J^nn. It ciMistituted about 30 per ceat of the total exports in 
1913 and about 22 per cent in 1917. The decline in pncentage 
may be due partly to the fact that Japaa manufactured ^ 
goods, herself, to a greater extent than before the war. The 
changes in the distribution of exports are remarkable. Owing to 
the fact that Japan withheld her shifting from the Atlantic 
and Mediterranean trade, the exports of silk to France frran the 
yeais 1913 to 1917 were almost cut in half. In the same poiod 
the exports to Italy declined from over 13 per cent to about one- 
third of me per cent of the whole. Japan a»centrated her ac- 
tivities on the Pacific and the result was that exports to the 
United States rose from 67 per cent of the total eqxHts of raw 
silk to over 86 per cent. 

The proptKlion erf raw »lk exports takoi by the various coun- 
tries is shown in the following table: 
DisisiBonoN BY CouHTBiES ov Japakesx Exforis or Raw Snx, 1913-1917. 
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The exports in 1917 were about 1.38 times as great in quan- 
tity and 1.88 times as great in value as in 1913. 
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(4) Exports of Cotton Cloth 

The exports of cotton doth in the period 1913 to 191 7, grew 
considerably, both in quantity and in value. The value in 1917 
was 3.79 times as great as in 1913. Making allowance for a price 
increase estimated at about 43 per cent, the quantity exported 
was approximatfly 1.73 times as great. These figures cover the 
trade as a whole. In some cases, particulariy to the Far East, 
the growth in exports was very much greater. Exports to British 
India increased 14.65 times, or from 1,033,000 yen to 15,131,000 
yen, and to the Dutch East Indies 34.46 times, or from 333,000 
yen to 5,701,000 yen. 

The following table shows the pn^K)rtionate distribution of 
cotton-doth exports: 

Distribution by Coontkixs of Exports op Cotton Cloth 
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In J914 and 1915 there was little change in the value of total 
exports or in the distributiiMi by countries. These years are there- 
fttfe omitted from the table. 

The outstanding fact revealed by the above table is that 
Japan has greatly developed her Far Eastern markets for cottcn 
goods. British India, Dutch East Indies, and China are the 
markets in which she now sdls most of her cotton doths, the 
last named taking two-thirds of Japan's exports in 1917. 

How great a part Japan plays in the Chinese market for cottcxi 
cloths may be seen from an analysis of China's imports ui recent 
years. Befwe the war China imported about ont-half of her 
cotton goods from Great Britain, about one-fourth ftom Jflfian, 
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and about uie-teotli from the United States. As a result tA the 
mr the distribution changed so that in 1917 Japan supfdied 
about two-third3 of the Chinese demand for gray and white i»ece 
goods and England's share dedioed to about one-fourth. Tlie 
United States was practically diminated. 

The fdlowing table shows the diatributicn of Qunese impofts 
of the leading cotton cloths far the years 1903, 1913, and 1917. 
It is worthy of note, however, tliat the decline of British and 
American trade may be due in part to a decline in the total 
quantity of doth imported. It may be that when normal sb^ 
ping conditions are restored, the tempmary disadvantage during 
the submarine campaign of the long ocean voyage, under whid) 
Great Britain suffered, may be removed. 



Great Britun 

Hong Kong 

Jap" 

united States 

All other countries 

Total 

Total number of fiaxa ioq)orted (ooo 
omitted) 



51 30 
6.34 
3.33 



30^79 



16.09 
7.83 
6*70 



ri3.469 



Hie contrd by Jf^un of the market for cotton goods extends 
not only to China, but also to the entire Far East. Simultane- 
ously, with the advance of J^an, En^and declined as a factm- in 
the Far Eastern market. From 1913 to 1916 (keat Britain's 
ezpwts lA cotton [Hece goods to China dedined from 574,000,000 
yards to 399,000,000 yards; to British India from 3,067,000,000 
yards to 1,935,000,000 yards; and to the Dutch East Indies fion 
304,000,000 yards to 357,000,000 yards. But Great Britain was 
not the only country whose trade fell off. Exports of cotton 
doths from the United States to all Asiatic countries de cr ea s ed 
from 136,000,000 jrards to 33,000,000 yards from 1913 to 1917. 
The quantity of British exports to China dedined 48 per cent, to 
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British India 37 per cent, and to the Dutch East Indies 16 per 
cent, irtiereas the quantity of the United States' exports of cotton 
cloth to all Asiatic countries declined 74 per cent. Whether these 
conditi<His are permanent or temporary remains to be seen. 

(b) Ores and Metals 

Ores and metals constitute the second most important group <A 
commodities in the trade of Japan, not only because in 1917 this 
group toA SBCaad. [dace in the list of exp(»t3 and imports, but be- 
cause it grew more rapidly than any othw since the year 1913. 
Of the total value of impwts, otts and metals reiHeseoted about 
10 per cent in 1913 and about 26 per caX in 1917, and of the 
total enqwrts this group constituted about 5 per cent in value in 
1913 and about 11 per cent in 1917. 

(i) Imports of Ores 

Of the inqxKts of ores and metals, iron and sted ccnstitute the 
largest part. In 1913 the value of total imports in this group 
was 73,663,000 yen, of which iron and steel imports made up 
80.30 per cent. In 1917 the value of total inq>0Tts rose to 264,- 
412,000 yen, but iron and steel imports rose proportionately and 
constituted 79.31 per cent of the total. The value of the non- 
ferrous wes and metals rose from 14,314,000 ytsi to 54,713,000 
yen. 

Ores, other than iron, represented about 17 per cent of the total 
ore imports in 1913, but in 1917 made up 86 p^ cent of the 
total. The value rose fnmi 370,000 yen to 15,195,000 yen, or 
about 56 times. Iron ore, 1,585,000 yen, and antimony ore, 
370,000 yen, made up the total ore imports in 1913, but in 1917 
they were composed of the fdlowing: Iron, 3,460,000 yen; lead, 
3,515,000 yen; zmc, 7,823,000 yen; antimony, 530,000 yen; and 
other (H«s, 4,327,000 yen; maliing a total of 17,655,000 yen. 

The increase in the imports of ores was due to the demands of 
various Japanese industries. In the case of zinc, the metal itsdf 
was not obtainable abroad, and the zinc-refining industry was do- 
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vel(q>ed. The imports of antimcmy were small becaose domestic 
producti(Hi greatly iDcreased. 

The intNesting feature in tbe importation of ores is the fact 
that Japan drew upon tbe n«g^b(»ing countries exclusively. Iron 
ore and lead on were imported chiefly from Quna. Zinc was 
imported in the main fn>m Australia and to a less octoit from 
French Indo-China. British India and Asiatic Rusua also figure 
as sources of Japanese imports of cms. 



(2) Imports of Metats 

Befwe tlie war the bulk of Japanese imprats of inm and sted 
products came frmn Great Britain, Belgium, and Germany. 
During tbe war it was impossible for any («e of these countries 
to sui^ly the Japanese market and the result was that the 
United States furnished very much larger shares than before. 
Japan imported from the United States 0.32 per cent of her raw 
iron in 1913 and 14.16 pa- cent in 1917; 7.54 p^* cent of ber 
ndled and cast iron in 1913 and 91.82 per cent in 1917; and 
52 per cent of her finished inni in 1913 and 8940 per cent in 
1917. The total value of her impcnls of iron and steel products 
from the United States rose from 6434,000 yen in 1913 to 
164,497,000 yen in 1917, w 25.06 times, or about 80 pa* cent of 
Japan's total imports of iron and steed. 

The change in the distribution of imports of raw irwi, that is, 
pig ircxi, ferro-manganese, ingots and billets, etc., is shown bete- 
with: 

Japamssx Iupokts of Raw Ikok, 1Q13 and 1917. 
[figures in thousaad yen; 000 omitted.] 
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The total quantity inqmrted was 312,000 Unas in 1913 and 
363,000 tons in 1917, reprEsenting a decrease of 15.64 per cent. 
The decrease compelled the jE4}aiiese to devdop their own iron 
industiyj as was mmtioaed above. 

A somewhat similar change may be noted in the distributim 
of imports of semi-finished {Hoducts, which include in the Jap- 
anese classification rolled, cast, forged or drawn inm and steel, 
bars, rod, sheet or [date, wire bands and hoc^is. Hiere was a 
decline in impcnls from all countries except the United States and 
China. China is r^arded by Japan as her future source of iron 
ore and semi-finished products. 

The following table shows the change in distribaticm of im- 
ports of semi-finished ircm products: 

Y CouNnnES or luposts 01 Seu-idhshed Ikon FsoDncn 
1913-1917. 
[Values in thousand yen; 000 omitted.] 
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A similar analy^ of impcHts of finished goods, such as iron 
pipes, tubes, ribbon, rope and twisted wire, shows the elimination 
of Germany as a source of imptnts, a con^derable reducti«i (rf 
imports from Great Britain, a doubling of imports from the 
United States, and a sli^t decrease in the imports from other 
countries. 

As a result of the war the imptxts of metals, other than iron 
and sted, greatly increased in value, and except in anc and 
nickel, in quanti^ also. Japan became the east^n wwtship of 
the Allies and her e^)anded industries created a demand for all 
metals. The following table shows the imports of the laorq 
impcHTtant metals; 
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lupoxTS 07 Hetaks Otbes Thak Ikoh and Steel, 1913 
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(3) Ore and Metal Exports 

Before the war, J^>aii espMted oa^ec metal in considerabk 
quantity and to a less extent some products of brass and of iron. 
The only ore e^xirted was aac ore, which was shiiq)ed chiefly to 
Bdgium; but ^nce the establishment of zinc refineries in Japan, 
eiports of zinc ore have declined. The worid-wtde search icx the 
metals needed in the inm alloys used in the manufacture <A 
munitiixis, brought about the devdoixnent of Japanese e^xMls of 
tun^ten and manganese, 73 per coit of the manganese and 87 per 
cent of the tungsten exported being sbiiq}ed to the United States. 

The following table indicates some of the changes which have 
taken [dace in the e:qxHtation of ores and metals: 
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In contrast to her imports of ores, which Japan obtained du^y 
from ndg^bwing countries, her e^wrts of metal were sent mainly 
to belligerent Eimqie. Comparing 1Q13 and 1917, the oports of 
capper declined in the case of China, the United States, and other 
countries. 

The following table shows the {Ht^Kutionate distribotim of 
exports of cc{f)er: 
ExFOKTs 01 COFPEB Ingots akd Subs, bt Coiwtues, igij and 1917 
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(c) Machinery 

The group composed of dodts, watches, sdentific instruments, 
firearms, vdiides, vessels, and machinery is the third most im- 
portant group in the exports of Japan in 1917. It is a significant 
potqi in the imports because of the marked decline in the period 
from 1913 to 1917, and by contrast because of the aeventeen-fold 
increase of exports in the same int^val. 

Before the war Japan imported most of her docks and watches 
from Switzerland and frcMn the United States. Since August, 
1914, she has been importing rdatively more from the United 
States. The total increase of imports is due to the greata 
purdiasing power of the masses resulting from industrial pne- 
perity. The exports of docks have increased in value and in- 
stead of going chiefly to China and Hong K«^, as thqr did 
befcve the war, tbey are being more widely distributed, almost 
one-third being shipped to Great Britain. 
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The ft^owing table shons the changes in the imports and the 
exports of thia group: 

IiooBis AND Exports or Clocks, iMsrxiniEms, Machinkkt, Etc, 1913 

AND 191 7. 

[Values In thousand yen; 000 omitted.] 
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Tlie imports of scientific instruments in 1913 were five times as 
great as the exports, but in 1917 they were aUnost the same, due 
chiefly to an iocrease of e:qxxts. Befwe the war the United 
States fumi^ed 24 per cent of the total Japanese imports, the 
remainder coming from Germany and Great Britain, but in 1917 
Japan impwied almost 70 per cent of her scientific instruments 
from the United States. As in the case of clocks, sdentific 
instruments, which prior to 1916 were shipped chiefly to the 
nei^iboring countries, China and British India, were in 1917 
exported all over the world, to Great Britain, France, and the 
United States. Of all scientific instruments, the value of the 
tsports in 191 7 was greatest for surgical instruments, amounting 
to over 1,100,000 yen, but the greatest relative increase was 
recorded in the case of musical instruments, the exports of which 
in 1917 were over 13 times as great as in 1915. 

In the imports of v^des and vessels, the greatest increase 
was in autmnobiles and parts. These amounted to about 
3,600,000 yen, w about one and three-tenths times as much as in 
1913. The impwts of bicycles and of steamships declined about 
80 per cent. About 90 per c^t of tht? automobQes coax from 
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the United States. Railway equipment and steamships were ob- 
tained chiefly from Great Britain. Between 1913 and 1917, there 
was a forty- two- fold increase in vehicles and vessels, and a fifty- 
eight-f<Jd increase in steam vessels alone. As with her other ex- 
ports, Japan has expanded her mai^ets so that not only China, 
but also Great Britain, France, and the United States have 
bou^it Japanese vessels. 

In machinery and engines, imports have declined and exports 
have greatly increased. Both of these tendencies are an indica- 
tion of the great industrial develo[Mnent caused by the war. 
As Japan acquires increasing supplies of ima ore and iron from 
Kwantung, she will be able to deveic^ h^ extorts in this fidd 
coasiderably. 

B. After-War Poliaes and Prospects 

(i) The Facts 

The great increase in Japanese trade occurred in igiS irfien 
the shortage in shipping was most acute. Japan's exports in- 
creased to all countries, except those in Europe. Ccnnparing 
1918 with 1917, the exports to South America increased five-fold, 
to Australia two-fold, and to South Africa three-fold." Before 
the war Eun^ used to expcMt about one billion dollars worth of 
goods to China, India, South Seas, and Australia. These coun- 
tries have come to look to Japan for substitutes and Japan is 
capable of suj^ying these to the extent of about three hundred 
million dollars. There is still room for considerable devel(^ 
ment of Japanese trade in these fields. She will have an tqqxH'- 
tunity to consolidate her gains in the interval during which the 
exhausted belligerents r^iair their resources. Furthermore, Japan 
will be free from the heavy burdens of taxation which the bel- 
ligerents will have to bear, and instead of suSering a loss of 
ocean tcxinage, she has added considerably to her merchant 
fleet, as wdl as to her ship-building capacity." 

"Journal of Commerce, Feb. 19, 1919. 

"The London Economist, Mar. 24, 1917, quoting an article in Jtt- 
s»gyo-No-Nihon, by T. Taketomi, ex-Minister of Finance. 
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The gains that J^»n achieved during the war an likdy to be 
permanent in those countries «h«% she oponded ho* trade in 
conunodities, of which she had the natural resources, the indus- 
trial tradition and skill, and ^>edal fadlities, such as the manu- 
facture of silk thread and doth, pottoy and ^ass, ores and 
metals, q)ecial pe^ier goods, and sugar products. Furthomore, 
to the extent that she retraced Gomany, her guns are likely to 
be pennanent, particularly in the trade in chemicals, toys, tmt- 
toaa and taacy goods. Geogra[^cally, Japan is oitrenched in 
the Far Eastern market for goods for irtiich she has to iaqxict 
raw materials. She will probably retain her cootrtd of the F^ 
Eastern market in cotton goods, steamships, drugs and dunucals, 
and woolen goods. In iron and steel products she is Btresgthen- 
ing her poeitioD by taking Kwantung. She will probably retain 
ha hold on the Chinese maAet fw iron and sted goods. It is 
questionable, however, iriiether she will be able to hi^d the trade 
in commodities like machinery and electrical goods, tor the pro- 
duction <rf which she has not the same peculiar facilitiesi, ma- 
terial or otherwise. Furthermore, when the shi[qxng shortage is 
relieved, the moot^M)^ i^ch Japan enjoyed during the war will 
be broken. In many cases the quantity, but not the value, of ex- 
ports from Je^xui to the Far East remained the same, iriiile the 
eiports frtmi Great Britain declined, owing to lack of cargo ^lace. 
The general supremacy of Jiqxin was the direct result of a wa^ 
time condition and probably is temporary. It is reas<uiably sure, 
however, that she will hold most of her gains in the Far Eut, and 
part of them in South America, Africa, and Australia. It is like- 
wise fairiy cert^ that she will ccmtinue to suiqdant Gennany 
in conmodities whose producdtm depends upon inqxirted law 
material and an abundant labor sui^y.** 

(ii) Tnde Policy 

To retain the favcMuble position acquired as die resolt (rf 
the war, die Japanese have discussed a wide range of pedicles. Of 
first iiiqx»tance is the need to improve the quality of merchan- 

**Commerct Eeforts. Oct. a^ 191% page 359- 
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dise oqxnted. A npfesentative of the Ji^siiese Dqwrtment of 
C<»iimace in Australia rq>orted comi^aiiits about stu'iHiients oi 
goods inferior to the sample, poor packing, questionable trade 
practices, dday in shipment, and breach of contract. Premier 
Toauchi warned his countiymen that the great powers would 
bend an thdr eBorts to reg^ the lost trade in the East and 
that it was iq> to the Japanese merchants to attain a hi^ quality 
in their e^xHts.'' 

To meet western competition the Imitation of western methods 
is advocated. Mr. Taketomi, the ex-Minister of Finance, ad- 
vises that industries be organized on a large scale aft^: the pat- 
tern of the weston powers. He points out that even Great 
Britain, the land of individualism, has put her factories under 
state otntrol, and thus increased thdr dBdency and devel(q>ed 
a greatly increased output." 

In nder to retain the aevly won markets and to devdop 
further fomgn trade, the Japanese Forngn Office intoids to 
create thirty additional consulates, probably in China, Siberia, 
and the South Padfic chiefly, with a few additional ones in 
Eurc{>e and America." Because the J^xmese anticipate intense 
competition frcHn Eunqw in the attempt to regain the lost mar- 
kets, many advocate that Ji^ian redouble her efforts during the 
period in which Europe is recuperating from the devastatitHi of 
the war. 

"In Europe prices will not come down for the time bdng and 
wages may even go up. A con^derable time will have to kspae 
htdare the wounds of war are healed and things restored to the 
pre-war condition. During this period it will be difficult for them 
to devote their entire energy to overseas trade. This is a most 
desirable chance for the Japanese bu^ness men to seize in order 
to exert themselves to the greatest advantage."** 

During the war the Japanese sent out a great number of mis- 

"New York Evening Poj*— Survey of the War and International 
Trade. 

""Bnaineas Japan," quoted in Economist, London, Mar. 94, r9i7. 

"The Japan Advertiser, October, 1918L 

"The Japan Chronicle, article by T. Okamoto, quoted in New York 
Jottmai of Commerce, April 32, 1919, * 
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^ons, ofBdal and unofBdal, to the various countries. Tbdr ob- 
ject was to learn of the needs of countries that were midend 1(9S 
accessible to Eunqiean exporters because of the shortage in b»- 
nage. One of these was the Japanese Economic CommisaoD to 
Siberia. The commission made recommendations fw the ex- 
change of goods between the two countries. Siberia needed food 
and clothing, and Japan was ready to supfdy both. Cotton doth, 
shoes, dectrical supplies, and salt were greatly in demand. On 
the other hand, Japan needed the raw materials of which there 
was an abundance in Siberia, leatho-, hides, wool, furs, bristles, 
and match-sticks, and lumber. The only rqwrted needs of Si- 
bnia th^ Japan would be unable to suf^ly were engines, frei^ 
cars, and railway supplies. These, it was expected, would come 
from the United States. The investigations and conclusions of 
this ccfflimissiCHi are typical of the survey that J^>an is making 
of available markets which she must find in order to "maintain 
a dense population on a small area. 

The question of raw materials appears to be basic The char- 
acter and volume of Japanese exports depend upon the avail- 
ability of raw materials. 

"It is out of the question for Japan to compete with Britain 
and the United States in the exportation of iron commodities. 
The goods in the sale of which Japan can compete with them are 
textiles, primarily, and tn addition cheap manufactured goods. 
Japan's competitors will therefore be, not the United States, but 
Great Britain and France. However, if Japan secures a source 
of iron ore and develops her industries so as to produce roachinery 
she may at some future time enter into competitioa with the United 
States."" 

In the opinion of the J^janese, the trade of the wtnld will 
shift toward the Pacific The countries bordering on the Padfic 
are the great raw-material producing countries of the worid— 
Australia, with her minerals and live stock, South Amoica, wiOi 
her minoals and agricultural products; Mexico, rich in all re- 
sources; the United States, Canada, and China, all with boundkss 
natural resources. The developmoit of these will require caiMtal 

* Article by T. Okamoto quoted above. 
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and population, whose need for manufactared goods will create 
a market for the industrial ezpcnting countries. 

To prepare herself for the trade opportunities which devdop- 
ment of these regions will create, Japan needs coal and iron. The 
entire known iron deposits of Japao are equal to the production 
for a single year of the Lake Superior iioa ore district. To 
meet her increasing need for iron, Japan looks to China. The 
demand for Kwantung is a political expresMon of this economic 
fact. Japan already has 170 million tons of Chinese coal reserves 
partially under her contnd. Fur^rmore, the sdzure of the 
German colonies in China turned over to Japan the Chinlingchen 
Mines, which the Japanese will draw upon to supply their 
government foundry at Yedamitsu with 120,000 tons of ore an- 
nually." 

However, it is not alone as a source of raw material that J^>aD 
is interested in China. The millions inhabiting her broad expanse 
of territory form a natural maricet for Japan by reasm of her 
prozimify. Japan has certain advantages which no other nation 
enjoys. Furthermore, there is a dose affinity between the tastes 
and habits of the pe(q)le in the two countries. The artides i»o- 
duced in Japan for the home trade are the same as China use;^ 
such as low-priced raincoats, straw hats, umbrdlas, boots and 
shoes, handbags and trunks, cheap perfumery, toilet artides, and 
toys. In additicHi there are the great staples which before the 
way China obtained from Great Britain, such as textiles, metals, 
and ships. Japanese trade promotion in China must be prompt. 

"China is beginning to awake and her industries will soon de- 
velop to sudi an extent that she will be able to manufacture her- 
self those artides which she must now import from Japan. Before 
China becomes industrially self-suEcient it is necessary that Japa- 
nese industries should develop further, otherwise it will be im- 
possible for Japan to maintain her present position in Chinese 
trade." " 

To strengthen her cmnmerdal position in Qiina, Japan is es- 
tablishing numerous branches of her banks in Chinese ports. The 

" New York Evening Post pamphlet reprint of articles appearing 
Saturdays, May 22 to June 22, 1918. 

"Article in Japan Chronicle by T. Okamoto. 
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Y(&i^iaina Specie Bank has imitated the lines of devdopmcot of 
the British Trade Corporatioo. A new conqxuiy similar thseto 
was recently established, the Home and Fordgn EntetiHise and 
Trust Compeny, Limited, the president and vice-presideiit of 
which are aiqx>inted by the Governor. Indeed, J^nn aims to 
su[^ant Great Britain as the banker of the Far East 

The economic policy of Japan has been publicly stated and in 
order for the west»n mind to understand it, it is ^^"■qt'fll to get 
the J^»nese punt of view. Count Terauchi, in an address to 
the new ministry in November, 1916, stated that "one thing 
necessary to the abstdute independence of a state is its ability 
to sillily its needs in raw matoiaK Only after this condition 
has been reached can a naticHi be called proGperous. Upon this 
principle we must build the economic devdc^xnent of Japan." 
In the same vein is the statement of finance Minister Shoda in 
his budget speech, that the provisiwi of raw materials for her 
own use OHistitutes Japan's chief after-war prol^em. Tliis eco- 
nomic program m^-ges insensibly into the larger ptriitical program 
of dominance in the Pacifia In an article on "An Oriental Bco- 
nomic Monroe Doctrine," Professor I. Eawada, of the Imperial 
Univet^ty of Kyoto, said: 

"Japan must confine her expansion in the Orient to the eco- 
nomic field, but in this field she must establish herself so firmly 
as to exclude other powers. To this end she must convert the 
Oriental world into one big self-supplying sphere independent of 
and impenetrable by the economic powers of the Wes^ by exploit- 
ing the natural resources and establishing industries under tbe 
control of Orientals themselves assisted by the Japanese. The 
aim is to secure the independence of Oriental economics imder 
the guidance and control of the Japanese Empire." ' 

Whether this policy means Asia for the Asiatics w Asia for 
the Japanese, is a question in wiiicE is involved the peace td the 
world. 

"New York Evening Post, series of articles quoted above. 
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CHAPTER VIII 
THE MINOR POWERS 

A. ^irope 

(i) BOligereias 

(a) RiisHd 

Before ibe war Russia exported more than she imported, and 
her fcveign trade was increasing ra^ddly. As a result of the war, 
exports declined very markedly aod impcHts were fairly constant 
until 1916, during which year they increased over 100 per cent 
Tlie balance of trade changed to an excess of impcHls from the 
excess of exports which characterized Russian trade befwe the 
war. 
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The effects of the war were reflected also in the changes in tiie 
commodity groups of trade. The exports of food in igi6 vne 
about one-fifth in value of those in 1913. The exports of raw 
and semi-manufactured articles declined about 50 pa cent. The 
expcHts of live animals practically ceased. The exports of man- 
ufactured goods decreased but slightly, except in 1915. In 1913 
the largest part of the exports was made up of articles of food, 
and in 1916 of raw and semi-manufactured articles. The imports 
of food in 1916 were less than in 1913. The imports of raw and 
semi-manufactured articles declined, but the imports of manu- 
factured goods increased greatly. Articles of food constituted 
over one-half of the exports in 1913 and less than one-third in 
1916, whereas raw and semi-manufactured articles represented 
about four-tenths of the total exports in 1913 and ova- six-tenths 
in 1916. Raw and semi-manufactured articles made up over erne- 
half of the total imports in 1913 and about one-third in 1916, but 
manufactured goods constituted a little over a third in 1913 aitd 
much over a half in 1916. Russia depended upon fweign coun- 
tries for her manufactures. 

TTie war affected the origin of imports and the destinatim of 
eiqmrts. Germany and Austria were eliminated. The Nether- 
lands, Denmark, Italy, and the East Indies decreased in ^gnifi- 
cance in the import trade of Russia, either because they were 
inaccessible or because their supplies vrere scant, or because some 
of these countries were compelled to supply Germany in order to 
obtain much needed German coal and chemicals. Hie following 
countries increased in importance in the import trade of Russia: 
United States, Sweden, Finland, United Kingdom, Norway, 
France, China, and Switzerland, In 1913 the inq>wts of Russia 
came chieSy from Germany (52.6 per cent) and to a less extait 
from the United Kingdom (13.9 per cent) and the United States 
(6,1 per cent). In 1916 they were more evenly distributed, 35.8 
per cent coming fnnn the United Kingdom, 34.7 per cent from 
the United States, and 124 per cent from Finland, The effect 
of the war on the exports of Russia was more strikmg. In 1916 
they declined greatly, exports to the Netherlands and to Italy 
bting about one (»ie-hundredth of die 1915 values, to Norway 
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about a third, to Sweden about a half, to France and Great 
Britain about two-tliirds. The e^wrts of Rus^ to the United 
States remained practically the same in 1916 as in 1913. 

Germany grew in importance as a source of sui^y for Rusaa 
prior to the war. While the imports into Russia from Germany 
rose from 35 pex cent in 1900 up to 53 per cent in 1913, the 
imports from England declined from 19 per cent in 1900 to about 
14 per cent in 1913. But these figures do not reveal the extent 
of the dependence of Russia upcm Germany bef<»e the war. In 
a long list of commodities, Russia obtained frmn Germany over 
95 per cent of her total imports. Germany su|^ied over 99 per 
cent of the imports of many commodities, such as rolling ma- 
chines, embroidery machines, paper-making machines, electric 
vehicles, engravings, maps and atlases, gilt cutlery, iodine and 
bromine, alizarin oil, and potassium <yanide. The i»«-eminent 
position of Germany in the Rus^n market was due in part to 
the favorable commercial treaty which was in effect befwe the 
war. 

The Russian market has become disorganized and new trade 
relations will imdoubtediy be formed when a stable government 
is restored. Germany's prc^inquity to Russia and her undoubted 
technical and trade facilities give her a unique position in Russian 
trade. However, unless the Allied Powers drive Germany and 
Russia into each other's arms, the relative position of Germany 
may be less favorable than before the war. 



(b) Belgium 

During the war Belgium did not publish any official returns of 
her foreign trade. However, the pre-war figures are given here- 
with, for they indicate not only the considerable volume of trade 
of Belgium, but also the very important position of Germany in 
it. From the beginning of the craitury the trade of Belgium 
grew very rapidly. Both imports and «q>orts more than doubled, 
and the transit trade rose almost as much. Belgium had an in- 
creasiog atxas <A imports before the war. 
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FmnoM Taadx oi Bzianni* 
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There are few countries in irtiich the transit trade is so large a 
I»t^rti(m of imports and expcHts. The classification by oom- 
modities of the imports and exports of Belgium indicate the hi^y 
industrial character of the country. Food imparts were large and 
food ecports were rdatively small. The in^KVts of manufactured 
goods were about (ne-sizth of the total while the exports of 
manu^tured goods were almost two-fifths of the total. In the 
transit trade, two-thirds of the total value was made up of man- 
ufactured goods. 

Over so per cent of the import trade and over 70 pa cent of 
the export trade was transacted with Belgium's four nd^bms, 
France, Germany, Great Britain, and the Netherlands. Iluse 
next in impCMtance were the overseas countries, the United States, 
Argentina, Russia, British India, and Australia. France was the 
chief source of unports, but Germany was Belgium's best cuv 
tomer. Great Britain took third place in imports as well as in 
exports. In her trade with most countries Bdgiuro had an excess 
of imports. However, in her trade with Germany, Italy, Braxil, 
China, Turk^, and Japan her exports exceeded imports. 

The value of the transit trade of Belgium ccmstituted about 27 
per cent of the combined imports and esptxts. Of this trade 
almost two-thirds m value consisted of manufactured goods and 
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only about (xie-fifth of raw materials. Of the transit trade enter- 
ing Belgium in 1915, about 41 per cent came from Germany and 
about 33 per cent frwn France. Of the transit trade leaving 
Bdgium, aiwut 18 per cent was mth Great Britain, 16 per cent 
with France, and 12 per ceot mth Germai^. 

(ii) Neutrais 
(a) Denmark 

Before the war Danish commerce was growing very- rapidly. 
The value of impcvts and exports in the year 1913 was 80 per 
cent greater than the average in the half decade IQ01-5. The 
conunodities traded in wo-e chiefly agricultural products. Most 
of the business was d<Hie with Germany and Great Britain. 
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Figures cover special a 
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Prior to 1914 than was a decrease in the imports of food and 
an increase in the exports of food. The imports of raw materials 
increased and the exports decreased. The imports of fud in- 
creased and the exports decreased. Apparently, the country was 
becoming a source of food sui^y and at the same time a mano- 
facturing regitHi. 

Before the war over 50 per cent of the impcffts into Deomaifc 
came frun Germany and the United Kingdom and over 75 pa 
cent of the exports were shif^ied to these countries. Next in 
importance as sources of imports were the United States, Russia, 
and Sweden. Ilie trade with the rest of the worid was relatively 
tinin^iortant. Denmark was increasingly coming under Ger- 
many's eoHUHnic control. Trade with Germany increased while 
trade with other countries declined. 

Mudi of the commerce of Denmark moved by way of Ham- 
burg, because of its free port, tbe facilities for the transshipmmt 
of goods, preferential freight rates, large scale purchasing, and 
the abundance of credit ioc the carrying of consigned merchan- 
dise; 

In general, the effect of the war on the commerce of Deomaik 
was to increase greatly the volume of trade. Even the five 
OKKiths of war in 1914 left a very marked impression. There 
was a slight decline in the value of imports and a very conader- 
able increase in the value of exports. The imports of food de- 
clined, but the exports increased. The imports of raw materials 
increased and the exports decreased. Denmark became a source 
of sui^ly for the bdligennt countries. The characteristic pre- 
war excess of imports was changed into an excess of ^xvts as 
a result of five months of wartime trade. There was a great 
increase in imports fr<Hn the United Kingdom and a marked 
decrease in imports fr«u Germany. On the other hand, exports 
to Germany increased considerably while exports to the United 
Kingdom declined. 

During the war, trade with Norway and Sweden rose conude* 
ably. As the blockade tightened, Denmark was forced to confine 
her trade increasingly to the other Scandinavian countries. On 
the other hand, trade with Gmnany and Great Britain declined 
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during 1917. In^rts from the United States and Ai^entina 
were much greater in 1917 than in 1913, owing probably to the 
diminaticn of this trade via Hamburg. The re-«qx»rt of foreign 
merchandise almost doubled from 1914 to 1916. Capenbagea 
became a transshipment center. 

Tlie official monthly summary of the foreign commoce of Deor 
mark for Octobo", 1918, gives the quantity or weight of exports 
and imports fot the years 1913 to 1918. Without exception of 
any importance there was a decrease of both ezpwts and imports 
during 1918 and in many cases during 1917, as a result of the 
tightening of the blockade. Up to r9i6 there was an increase 
of imports and of exports of many food products. The e^wrts 
to Germany in 1915 and 1916 were greater than the pre-war 
figures, but dedhied sharply during 1917 and 1918. Exports of 
food products to Great Britain practically ceased after 1915. 
For example, the exports of bacon declined from 100,870 metric 
tons in ten months of 1913 to 2^490 metric tons in the corre- 
qtonding period of 1918, The imports of ungronnd com declined 
from 365,140 metric tota is ten mcKiths of 1913, to 2,630 tons In 
the corresponding period of 1918. 

The restriction of imports resulted in a def^etion of stocks and 
the use of substitutes. Peat and wood were used instead of coal, 
and electricity generated in Sweden was trananitted by cable to 
Denmark both for light and power. The use of petroleum and 
its products was restricted. The shortage of raw materials re- 
sulted in the dosing of many factories and the inadequate main- 
tenance of machinery and equipment. 

To prevent pncea from rising and to aid in the mfuntenance of 
industry the govonment controlled output and prices, and im- 
ports and exports. 

The elimination of Hamburg as a point of transshipment threw 
a burden upwi Copenhagen. During the four years of war it 
became possible for Denmark to establish trade connections with 
the other Baltic countries so that the positicn of Copenhag^ as 
a market for imported goods and as a p(»nt of transshipment is 
considerably improved. Before the war Hamburg distributed to 
the Scandinavian countries goods which were exported from the 
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United States. During the var the current me reversed and Dk 
Scandinavian countries transshipped to Germany products from 
oveiseas countries. Furthermore, 5U[^lies from both Engjand 
and the United States ccmsigned to Russia were sent by my ol 
Scandinavian pcHts and railroad cmters. As the Gennaa ports 
declined in activity, the Scandinavian ports i 
importance. 



(b) Iforvay 

Before the war Ncrway's imports exceeded her exports. Dur- 
ing the war impcHls increased about 50 per cent in wei^ and 
aboot 250 per cent in value. Eiports declined about 8 per cent 
in wdgjit and increased in value about 350 per cent 
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Both imports and exports declined in buIlL Furthermore, 
prices rose cmuderably. Fw instance, coal in 1916 cost 3.69 
times as much as before the war and beef 3.68 times as mnch. 
The excess of imports, which was 365,400,000 krcmers in 1916, 
was balanced by shipping profits, which in 1910 were about 

*Nongn Hudd, 1913 to igiG, det Statlatlike CeotnJbym. 
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120,000,000 kronen, in 1913 about 330,000,000 kroners, in 1915 
475,000,000 kronen, and in 1916 1,063,000,000 kroners.* 

In the imports of food there was a decrease frcxn 27 per cent 
of the total in 1913 to 31 per cent in 1916. Imports of articles 
of oocsumption such as clothing, household goods, bo(^, and 
objects of art, also decreased. On the other hand, there was an 
increase of imports of raw materials fn»n 38 to about 45 per 
cent. Total imports of goods for c(»isumption declined from 46 
to 36 per cent and total imports of goods for manufacture rose 
frcm 54 to 64 per cent. 

The trade of Norway even before the war was confined to a 
few countries. In 1913 over 40 per cent of her export trade and 
almost 60 per cent of her import trade was carried on with Ger- 
many and the United Kingdom combined. As the war progressed 
the United States took an increasingly pnxninent place and dis- 
placed Germany in the import trade. However, the exports to 
Germany and Great Britain increased from 43 per cent in 1913 
to 57 per cent in 1915. In general the exports of Norway to the 
belligerents and to the Far Eastern countries increased. Nor^ 
way's imports were not widely distributed. In 1913 58 per cent 
of the total came from Germany and the United Kingdom. As 
a result of the blockade, the available imports from Germany 
decreased and Nwway obtained directly from overseas many of 
the {Htxiucts which before the war were obtfuned through Ham- 
burg. The imports from Spain in 1916 were 9.9 times as great 
as in 1913, from the United States 8.6 times, from Argentina 5.8 
times, from Brazil 44 times, and from British India 3.8 times. 
Nonny became independent of the German transshipment trade 
and became an intermediaiy between belligerent G^many and the 
rest of the world. 

The restriction of the imports of raw materials reduced indus- 
trial activity. The sale of finished [Hvducts was rati(»ed. Sub- 
stitutes were resorted to. Maximum prices were fixed and gov- 
ernment control greatly extended. 

'Slavanger Aftonblad, June 14, 1918. 
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(c) Sweden 

For several yean before the war exports were growing iB«e 
rapidly than imports. As a result of the war this tendency was 
emphasized and the excess of imports was changed to an excess 
of exp(»ts. 
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The e:q>orts of merchandise for consumption increased from 
35 per cent in 1913 to 39 per cent in 191 5, but declined to H 
per cent in 1916. The exports of merchandise for further man- 
ufacture declined from 77 per cent in 1913 to 71 per cent in 1915, 
but increased to 76 per cent in 1916. However, the exports (^ 
raw materials declined continuously during the war. The im< 
potts of raw materials increased and the imports for cemsiunption 
decreased. Sweden became one of the wwkshops of the bellig- 
erents. 

Before the war Sweden obtained about 86 per cent of h<r 
imports from Europe and about 14 per cent from non-Eunq>ean 

• Sverlges Offidana Sutistik Handd Berfittelse (Or Ar 1913, 1916. TIk 
figures cover special commerce, imports for dwneatic consumptkHi, aad cxpofU 
of domestic productioi). 
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countries. In 1915, however, Sweden was able to obtain <Mily 60 
per cent of her imports from Europe. Ihis result was partly due 
to the fact that Sweden obtained directly from overseas a Urge 
amount of imports which before the war were credited to the 
European countries that transshipped ovoseas goods. In addi- 
tion the non-Eur(^)ean countries had a larger suri^ns to ^are 
than Europe, which was so largely invcrived in the war. Exports 
showed the o(q>osite tendency. The eqwrts to Europe rose from 
87 p>er cent in 1913 to 94 per cent in 1915. In 1912 and 1913 
Swedm obtained 59 per cent of her total imports from two coun- 
tries, Germany and the United Kingdom, but cfflly 40 per cent 
in 1915. The in^KHt trade of Sweden was decentralized and her 
dependence upon these two countries lessened. There was an 
increase of imports from the neighbcning countries, Norway and 
Denmark, with which Sweden fwmed an economic unit. 

The restrictions en trade during the war resulted In a shortage 
of goods, control of industry by 'the state, the devdojunent of 
substitutes, and the introduction of the cnnpensatiiHi trade 
treaty, or the exchange of indispensable goods. The lack of coal 
and the abundance of water power led to the development of 
electro-metallurgy. The textfle>5ubstitute industries were estab- 
lished. Wood and artificial leather were substituted for leather. 
In the electrical industry copper was replaced by iron and zhic. 

The devrio(Hnent of direct trade with the overseas countries 
has led to the pnq>osa] to establish a free port at Stockholm to 
replace Hamburg as an entrep6t for the distribution of mer^ 
chandise in the Baltic states. Facilities for the free storage of 
goods and.jhe utilization of the warehouses in the free port would 
be extended to overseas menhants. During the war Sweden was 
in constant ccwimunication with Gcnoany and the decline in 
mark exchange affected Swedish industry adversely. When the 
rate fw marks fell and the German manufacturer e^x^ted at 
apfmndmately his old price in jxmks his Swedish oHnpetitor was 
unable to meet the price. Fcv instance, a standard model of 
piano imported from Germany cost 1,048 kroners before the war 
and a ^milar Swedish piano cost 908 krcMiers. As a result of 
the depreciation of the mark the German [Hano, after payhig 
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frei^ and duty of 150 kroneis, was scdd in Sweden t<x 718 
kronen. Gennan hooks which cost 343 kronera per gross before 
(he war sold in Sweden at 1.61 kroneis during the war. A gnnp 
oS Swedish merchaots petitioned the government for q)edal tariff 
protecticm until exchange rates were a^in stabilized. 

(d) Nethaiands 



Netherlands was one of the few coimtries iriiidi thou^ not 
actually engaged in the war, suffered a severe decline in trade. 
Unlike Switzerland, Netherlands was dependent upon searbome 
commerce and was therefore seritHisly affected \iiy the blodcade. 
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The figures are ail the more rematkable in view of the fitct 
that prices rose considerably during the war and that therefore 
flie decline in the tonnage of trade was much greato' than the 
decline in value. 

Netherlands did a very large transit trade which amounted to 
in bulk over 35 per cent of the tonnage of inqXKts. However, as 

*Statistick van denlbi-uJt-cD DooTvoa, 1913. 191J. Figiirei cova qicciil 

DC, zecbvGoOgIc 
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a txsult of the blockade the transit trade of 191S i*ss Mdy 48 
per cent as great as in 1911. The tranut trade is divided into 
"throue^ trade" (vithout reloading), and transshii»nent trade 
(with rdoading). The "through trade" in 1915 was <HiIy 30 per 
cent as great as in 1911, but the transshipment trade in 1915 was 
14S times as great as in 1911. In 1915 there was a decrease <^ 
the tmnage of transit goods originating in Germany, Great Brit- 
ain, and the Far East. On the other hand, there was an increase 
in the tran^t trade in goods originating in Norway (seventy 
f(dd), Sweden, United States, and the River Plate. 

The stringency of the blockade greatly reduced imports into 
the Netherlands. Taking the tonnage of impOTts in 1913 as 100, 
or the base of our calculaticm, the imp(»1s of various commod- 
ities were as fdlows: 
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Similarly the exports of most commodities show a vety striking 
decline from the 1913 figures: 



EipoRi 


r,^ 


.0.5 


miS 


Potato Flour 


100 




001 


Butter 


















100 




0.7 






i8a 




Amer. tobacco 


100 


>»3 


410.0 



Before the blodcade was put hito effect there was a relative 
increase of imports from Great Britain, Brazil, Argentina, the 
United States, Dutch East Indies, and Sweden. Relatively, the 
exports to France, Nwway, the United States, Argentina, Butch 
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East lodies, Sweden, and Great Britdn increased. After the 
blockade was put iato effect, the imports from tbe Allies declined 
in 1918 to about one-sevratb of the 1917 figures and imports 
fnun the Central Powers almost doubled. Of the exports the 
percentage taken by the Allies and the Central Powers was 
about the same in 1918 as in 191 7. 

The ^ect of the war, as in other countries, was to increase 
prices, to deplete stocks, to cause tbe stt^age of work, and to 
c«]tralize the antrol of industry and trade in tbe hands <4 the 
government 



(e) Spain 



During tbe war die imports of Spain declined and, except dur- 
ing 1918, the expwts rose above the pre-war levd. 

FOSXIGN TkADK OP SVAW' 

(figures in million pesetas; 000,000 omitted) 
(At par one peseta - $. 193) 
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As a result of the increase of exports, the balance of trade 
changed from an excess of imports to an excess of exports. As 
in the case of other neutrals, the imports of raw matmals in- 



' EstadtsticB Generel de Comerdo Eiterior rie Espafia, IQ13, 1916 R 
Mensuates de la Estadbtica del Comerdo Exterior de E^fia, Dec.. 1018. 
^gures cover ^)ecia] commerce only, that is imports for donv 
aiul exports id domestic production. 
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creased and the imports of manufactures decreased. In 1913, 
raw materials constituted 39.8 per cent of imports and in 1918, 
47.9 per cent. Manufactured goods constituted 37.0 per cent of 
imports in 1913 and aSj per cent in 1918. The export figures 
illustrate the same condition. The exports of raw materials de- 
clined from 31.S per cent in 1913 to 19.1 per CMit in 1918. The 
exports of manufactured goods increased from 23.7 per cent in 
1913 to 44.8 per cent in 1918. Spain became one of the woric- 
/ shc^ of the Allies. On the whole the trade in food, particularly 
exports, declined. 

The currents of trade were greatly affected by the war. There 
was an increase of imports from the United States from 167,- 
000,000 pesetas in 1913 to 454,000,000 in 1916. Tix United 
States took first place as a source of Spanish imports, di^jladng 
England from 1915 onward. There was an increase of imports 
also from Great Britain, Sweden, Switzerland, Egypt, and Japan. 
There was a great decrease of imports frcm the belligerents, 
Rus^ France, and Italy, and from the neutrals, HoUand, Den- 
marfc, Norway, and Argentina. 

There was a great increase in e^»rts to the beUigerents, Rus- 
sia, France, Italy, and Great Britain, to the neutrals in Eun^ie, 
Norway, Sweden, Denmark, and to the nearby countries, Egypt 
and Morocco. There was a decrease of exports to Brazil and 
Chile and to Holland and Switzerland. 

The war has enhanced the commercial prestige of Spahi. The 
blockade of Gnmany redtKed the transshifKneot business in 
Europe, and Spain tocA advantage of the c^iportunity to establish 
a free port at Cadiz, which apparently is to be foUowed by the 
establishment of free ports at other centers. 

(f) Switzerland 

The trade of Switzerland flourished during the war. Imports 
rose almost 40 per cent and at the hi^iest level exports rose over 
roo per cent. The excess of impmta was reduced below the 
pre-war %ures. 
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FosziaN Tkadk or Swiizkkukd* 

(FlguRs in million francs; 000,000 omitted) 

(At pot one franc — f . 193) 
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The dassification of foreign ccMBinerce by OHiimodities pfe- 
sents a. picture similar to tliat of meet of the neutrals of die 
world, Switzeriand woriced for the bdiigerents and tberefoie 
imported more raw material and eiported more manofectiired 
goods. The trade in food declined. The imports <rf raw mattriala 
rose from 35.7 per cent in 1913 to 45^ per cent in 1917. Im- 
pc»ls of manu^ictures declined from 33.0 per cent in 1913 to 274 
per cent in 1917. On the other hand, tlie exports of manu&c- 
turea rose bom 74.3 per cent to 80.7 per cent in the same years. 
The imports of food declined from 31.3 per cent to 26.8 po" cent 
and the eiports declined fmn 14.6 per cent to 8.5 per cent in the 
same years. 

llie source of imports changed greatly. Switzerland obtained 
less goods in Europe and more from ovetseas countries. Tlte 
United States rose from fourth to second place. Gcxmaiqr still 
retained &ist [dace. However, in 1913 Swiss imptMta from Ger- 
many w«e over uz times as great as those from the United 

* Annnalre StatWque da CommeiGe de la Suiae «v«c vitaaeet cb i^j. 
Figures cover special commerce. 
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States, and in 1917 <KiIy 5 per cent greater than from the United 
States. Tliere was an increase in imports from Great Britain, 
Italy, and Spain, from the United States and Argentina, and frcKn 
the three continents, A^ Africa, and Australia. There was a 
decrease in imports from Germany, Austria, France, Bdgium, 
Russia, and K^and. Most of belligerent Europe could spare no 
goods for Switzerland. Furthermcxe, Switzerland traded directly 
with countries whose products she formerly obtained through 
Germany ot France. 

There was an increase of exports to Gennany, Austria, France, 
Holland, Italy, Great Britain, and Spain, There was a decrease 
of exports to the United States, Argentina, and the countries in 
A^ In goteral, Swit^ttland decreased her imports from the 
Eunqwan bdligerents and increased her exports to them, but 
increased her in^rts from the non-Eunq>ean countries and de- 
creased her e]q>orts to them. 

A v^ important part of the foragn trade of Switzerland is 
the trafic de perfeaiottement, veredlungsverkehr, or improvement 
trade. Hie so-called active improvement trade consists of the 
im[Mwement of fordgn goods in Switzerland and the return 
thereof to the country of ori^n or the reexport thereof to an- 
other country. For instance, Switzerland would cany on one or 
more processes en goods manufactured abroad. In Switzerland, 
goods might be washed, singed, bleached, steamed, laundered, 
dried, mercerized, polished, impregnated, wound, boiled, sharp- 
ened, mounted, plated, oxidized, decorated, engraved, dyed, per- 
forated, fitted, assembled, regulated, etc. The so-called passive 
improvemoit trade covers the free importation of goods 
imi»oved or finished abroad and retiuned to Switzeriand. 

In the tonnage of the active improvement trade there was a 
very great decrease, frcnn over 45,000 quintals in 1913 to 7,000 
quintals in 1917 (one quintal equals 220 pounds). In other 
words, in 1917 Switzerland received about one-sixth as much as 
in 1913 of the goods from her neighbors to be manufactured and 
lent Ml to a country other than the one it came from. On the 
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atiur haDd, trade in goods impwted into Switzerlaitd for fimsb- 
ing and r^umed to the samb country increased from about 47>ooo 
quintals in 1913 to 177,000 quintals in 1917. The inatase is 
due chiefly to the increase in the trade with Germany, iriiich rose 
from 35,000 quiutals to 168,000 quintals in the same two 
years. 

The belligerents had little labor to ^lare and therefwe the pu- 
^ve improvement trade, that is, the finishing of Swiss goods 
abroad, declined from 78,000 quintals in 1913 to 9,000 quintals 
in 1917. Repair woi^ on ftx'dgn goods in Switzeriand dedined 
about 33 per cent from 1913 to 1917. But the repair of Swiss 
goods abroad dedined over 90 per cent in the same period: 

The through traffic or direct transport trade between Germany, 
Austria, France, Italy, Belgium, and Great Britain was prac- 
tically eliminated, declining almost 90 per cent frcHn 1913 to 
1917. 

The effect of the war on the industries of Switzeriand was dis- 
astrous in some cases and beneficial in othos. The manufacture 
of embroideries and ribbms was reduced in Switzerland because 
of the difficulty that Switzerland e:q>«ienced in getting raw ma- 
terials. As a result, the industry was established abroad. On 
the other hand, the dye industry in Switzerland fiouriahed uid 
expanded. The lack of coal resulted in the increased use <A 
hydro-electric power. Work at hi^ pressure in the munitions 
industry resulted in a devdt^Hnent of the methods of large-scale 
{Hoduction. 

B. North America 

(i) Canada 

The ^ect of the war was to increase the tnule of Cauda. 
Exports increased over five times and imports over two and a 
half times. Before the war there was an excess of inqtorts and 
since r9i6 there has been a large excess of eipwta. 
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FoBKIGK TUDE OV CAM AD A** 

(Ffgoiea In nuUioa doDara; 000,000 omitted) 
(At pu one Canadiui ddUat « $1 .000) 
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The diange in the CKMnmodlty groups was striking. Althou^ 
the total exports in 191S vecB four times as great as in 1913, the 
exports of manufactures were 12.7 times as great and the exports 
of raw materials increased hardly at all. The industries of Can- 
ada devdoped during the war. 

Canada's trade was confined to few countries, both hefcxe and 
during the war. The striking change that is noticeable in a com- 
pari9(Mi of the figures for 1913 with those for IQ18 is an increase 
in the exports to Great Britain frmn 37 per cent to 54 per cent 
and a decrease in the imports from Great Britain imm 31 per 
coit to 8 per cent Ezpc»1s to the United States declined fnnn 
35 per cent to 28 per cent and imports from the United States 
increased from 65 per cent to 81 per cent. Exports to IVance 
increased from 0.5 per cent to 13 per cent. 

(ii) Mexico 

The ft«dga trade of Mexico was affected more by internal 
political disturbances than by the World War. The imports in 
1913 were $97,886,000 and in 1918 $82,235,000. The exports 
in 1913 were $150,202,000 and in 1918 $183,500,000. The ez- 

*■ Trade Report of the Department of Customs, 1913, 1916, 1918; Mtmthljr 
RqvMtoF theTradeofQuiada, December, 1918. ElscaljreaiendsonHaidiji. 
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cess of eqKtrts in 1913 vas $53^16,000 and in 1918 ftot,- 
365,000. The Imports of Mexico were confined to a small nom- 
ber of countries in 1913 and in 1918 the number was still further 
reduced. 

PoRxiaN Trmm or Mexico jy Psdicipal Coumtsies 
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Mexico, like Canada, does most of its business with the United 
States. An undevdoped country is dependent upon its indus- 
trialized nei{^b(»s to a greater extent than is a devdoped ooun- 
tiy. 

C. Sovih America 
(i) Argaitmui 
The imports of Argentina declined during the war and the 
e:qx)rta increased considerably. 

FobbiomTkadx o> Axobhtiha* 
(Figures In milUon pesos; 000,000 amitteiQ 
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(Relative figures; 1910 values — 100 as a base) 
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* Intercambia £oon6mica de Ift RepfiUica. igio, 1917. 
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The foreign trade statistics of Ai^ntina are not classified into 
raw materials aod manufactures. However, during the war the 
export of manufactures increased. Factories have been estab- 
lished and existing plants have been expanded. Not mly are 
there packing houses, cheese and butter factories, tanneries, and 
sugar refineries, but also new plants erected during the war for 
the manufacture of so^, candles, furniture, glass, tinware, tex- 
tiles, bdting, ba^ bricks, paint and toys. The restriction of 
trade during the war hastened the develcqiment of the industries 
of Argentina. 

Trade currents shifted during the war. In the trade mth 
bdligerent Eurc^ Argentina exports increased and imports de- 
creased. Fw instance, between i9r3 and i9r7 the imports frcHn 
the Urtited Kingdom declined frcnn 31 per cent to 32 per cent 
and the e]q>orts to the United Kingdom rose from 25 to 29 per 
cent. Tlte trade with the neutrals of Eun^ increased enor- 
mously, owing chi^y to the elimination of the tran3shi[»nent 
business of Gamany, which had mediated between the Euro- 
pean neutrals and the overseas countries. In 1917 the exports to 
Norway were four times as great as in 1913. Similar increases 
in the e^x>rts to Sweden and Denmark took place. There was 
an increase of trade with countries on the American continents. 
Imports from the United States rose from 15 per cent in 1913 to 
36 per cent in 1917 and exports to the United States rose from 
13 to 39 per cent. Impc^ts from Brazil rose from 2 per cent to 
10 per cent. Imports from Chile in 1917 were almost five times 
as great as in 1913. Imports from Japan rose over 300 per cent 

In the trade of Argentina one sees the same principle at work 
as in the other countries — the increase of direct trade resulting 
from the elimination of the intmrntiimal jobbers. Because of 
the shortage in shiiqnng available for long voyageS) trade with 
neighboring countries increased. 

(ii) BrasU 
The impwts of Braal declined during the war and the ^x>rts 
increased slightly. Coffee, which constituted 63 per cent <^ the 
eqxxts in 1913, constituted <mly 37 per cent in 1917. 
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Tbere was a tdative increase in the inqxvts t^ raw materiab 
during the war and rdativdy a great decrease in the inqxKts of 
manufacture. Industries developed in Brazil. Instead at ex- 
porting law CDttmi, for instance, Braal has developed htf tortile 
mills so that they are able to sui^ly over three-quarters of the 
country's needs. Instead of exporting leather, Brazil now man- 
ufactures over 30,000,000 pairs of shoes a jrear. In addititHi, the 
war has stimulated the develo[Mnent oi the manufacture of rub- 
ber, furniture, clothing, and metallic goods. 

The imports from Eun^ declined. In 1913 and in 1917, 
respectively, the United Kingdom furnished 24 per cent and iS 
per cent of the imports of Brazil; France furnished 10 pw cent 
and 4 per cent. On the other hand, imports from the United 
States rose fnmi 16 per cent to 47 per cent Local trade in- 
creased; the inqmrts fr(Mn Argentina rose from 7 per cmt to 13 
per cent, in 1913 and 1917, respectivdy. The imports from India 
rose frcnn 0.8 per cent to over 2 per catL The exports to the 
United States rose from 33 per cent in 1913 to 46 pa- cent in 
1917. Eqwrts to Argentina rose from 5 per cent to 9 pa: cent. 
The war tended to mark oS new cmnmerdal spheres. 
•■ From the Commercio Exterior do Brazil, 1917. 
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(iU) ChSe 

During the ifar the espcati of Chile declined slightly and then 
rose. However, the imports declined to a much greater degree. 
The tsxaess of exports increased. 

FOKEiGN Trade ot Chile" 

(flgnra in millioii peam; 000,000 omitted) 
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A coo^Mrison of the figures for 1913 and 1917 indicates a very 
large increase in the exports of raw materials and a decline in 
the imports of manufactured goods. Tiie reports of products of 
the mines rose from 366 million pesos to 681 million pesos. 

The currents of trade turned away from Europe toward the 
American omtinent. A comparison of the returns in 1913 and 
1917 indicates a decline in imports from the United Kingdom 
fnxn 30 per cent to 18 per cent, from Germany from 35 per cent 
to nothing and a decline in exports to the United Kingd(»n from 
39 po" cent to 32 per osoi and to Germany from 31 per cent to 
Qothing. On the other hand, the imports from the United States 
rose from 17 per cent to 49 per cent and the exports to the 
United States rose from si per cent to 60 per cent. The trade 
with Argentina and Peru and the South American countries in 
general increased. Imports from Peru rose from 4 per cent to 

* StAtutical Abstract of the Republic of Chile, 1918, kbA Aouario £stAdlBtico 
de la Rq)dbtic& de ChOe, 1917. 
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8 per cent of Cblle'a tota]. The trade with the Far East Hkariae 
inacaaed. E^wrts to Japan were five times as great in 1917 as 
in 1910. Eiports to Austmlia rose from nothing to 4,000,000 
pesos. When the international jobbos wete ftiminn^H, Q^ 
traded direct with the Far East 



D. Tke Far Eaa 

(i) Britbk India 

During the war the trade of India declined. Comnmnicatiaa 
with Europe was difficult and India's cusUHnen were less acces- 
sible. However, the traosshipment of goods increased almost 100 
per cent from 1913 to 1918. The ecports of merchandise wig- 
inating in the British EmiMie and in fmclgn countries, to other 
foretga countries and parts of the British EmjMre increased from 
3,000,000 pounds steriing in 1913 to 6,000,000 in 1918. As the 
transshipment trade of Great Britain declined, that of British 
India rose. The totals for the fiscal years ending Mardi 31 
were: 1914, £3,100,000; 1915, £3,700,000; 1916, £3,100,000; 
1917, £5400,000, and 1918, £6,100,000. 
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(Figures in niOlion poundt sterUug; 000,000 omitted) 
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In ccanparing the fiscal yeais 1914 and 1918, one notes a rd- 
atlve increase of impcMls of raw materials and a decrease erf the 
imports of manufactures. On the other haDd,th«e were a relative 
decrease in the exports (A raw materials and an increase in the 
exports of manufactured goods. The develt^Hnest of industries 
in India was accelerated by the war. 

Then was a relative decrease In the value of imports fmn 
Europe, excq>t from the minor countries vHadi had traded 
through Germany. Toe examine, the imports from Norway, 
Sweden, and Spain increased con^deiably. There was a c«n- 
pensating increase of imports from the countries skirting the 
Padflc Ocean, Japan, the United States, Java. Between 1913 
and 1918 the imports from the United Kingdom declined from 
64 per cent to 54 per cent. In 1913 and 1918 Gmnany sui^ied, 
re^Mctively, 7 per cent and nothing, Japan 3 per cent and i3 
per cent, the United States 3 per cent and 8 per cent. The 
exp(»ts of domestic goods to continental Eurtqw declined but 
exports to the British possessicBis, to Japan, and to the United 
States increased greatly. The exports to Great Britain increased 
slightly, la 1913 and 1918, reflectively, France took 7 per cent 
and 4 per cent, Germany toc^ 1 1 per cent and nothing. On the 
other hand, the British possesions took 14 per cent and 37 per 
cent, the United States took 9 per cent and 13 per cent, and 
Japan Ux^ 9 per cent and 15 per cent, respectively, in 1913 and 
1918. Trade with the nearby countries increased. Trade with 
(he fattemational jobbing countries decreased. 

(ii) Austria 

Tbt trade of Australia declined in value during the war except 
for the exports in the fiscal year 1917. However, the imports 
declined more than the exports. 
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As in the case of British India there was a dedioe in trade 
niih omtinental Euit^ and an increase in trade vith countries 
nearby and those skirting tlie Pacific Ocean. The imports fnxn 
the United Kingdom declined trota 60 per cent in the calendar 
year 1913 to 5a per cent in the fiscal year 1917. The imports 
from Belgium and from Germany were diminated. On the otha 
hand, the imports fmn the United States rose in value frcMQ 12 
per cent In 1913 to ao per cent in 1917. The imports fmn 
India rose frt»n under 4 per cent to $ per cent and the imports 
from Japan rose from i per cent to 4.5 pn cent. The impwts 
from Canada, Chile, British South Africa, and Java increased. 

The »ports to the United Kingdom rose from 50 per cent in 
1913 to 59 per cent in 191 7. But the exports to France declined 
fmn 12 per cent to 4 per cent. On the other hand, there was an 
increase of txports to the United States frcnn 3 per cent to 7 per 
cent. The exports to Canada were almost 40 times as great in 
1917 as in 1913. The exports to India and to Japan doubled in 
the same poiod. Direct trade was stimulated. Trade with 
nearby countries increased. 

" Trade Cuatotna and Eidae Revenue of the Comnionirealth of AustnDi 
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(iii) British South Africa 

The trade of British South Africa, particularly eqwrts, de- 
clined during the war. The excess of exports before the war was 
replaced by an excess of imports. The shortage of shifting ren- 
dered South Africa less accessible to the trading nations. Ho#> 
ever, the transshipment trade increased fw the reexports of for- 
eign and colonial f»mluce, rose very rapidly during the war, from 
£t,ooo,ooo in 1913, to £1,400,000 in 1915, £3,500,000 in 1916, 
and £3,300,000 in 1917. 

FoRZHiN TxADB ov Bunsa Socth AnicA>* 
(Figures in nuDion pounds stetUng; 000,000 omitted) 



Yeu 


Eiport. 


iBiport. 


Btlucs 


191 1 


S8.8 




+19- " 


1913 


69.0 


44-6 


+*4-4 


igi4 




37-9 


+ 3-9 


1915 




35 -o 






M.6 


4.8 




1917 


30.0 


40-3 


-10.3 



(Relative figures; 1913 values — 


100 u a base) 


191 1 


84 


89 




1913 








1914 


60 


8S 




1916 


34 






36 


96 




191 7 








igiS 


49 







The great decline in e^xnts was due to the curtaihnent of the 
shipment of gold and diamonds during the war. In 1913 over 
37,000,000 pounds sterling of gold was exported and in 1917 none 
was exported. There was also a decline in the imports of food 
and of manufactures. There was a alight increase in the imports 
of raw materials. 

There was a decline in the imports from Europe and a great 
increase in the imports from the non-European countries. Tlie 

u Annual Statement of Trade and Shipping of the Union of South Africa, 
1911 to 1918; Trade <^ the Union of Soutii Africa, December, 1918. 
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inqxirts fnKQ India in 1913 were 3.8 per cent of the total value 
and in 191S 7x> per coit. The imports frmn Japan in the same 
two yeats rose from 0.3 per cent to 5.5 per cent. Impwts fnxn 
the United States rose fnxn 9.4 per cent to 13.8 per cent Inn 
pwts frun the Argentine rose from 04 per cent to 1.3 per ceot 
But the impwts from Gennany, whidi in 1913 were 8.5 pn ont 
erf the total, and fnxn France iriiich were 1.5 per cent, wcr 
dimlnated in 1918. 

The o^xHts illustrate the change in trade currents to an etn 
greater d^ree. The eiports to the United ELingdom wen 91J 
per cent in 1913 and only 51.5 per cent in 1918. On the odiec 
hand, the exports to Japan rose from nothing in 1913 to 8.5 pa 
cent of the total in 1918. The exports to the United States wen 
0.8 per cent hi 1913 and 19.7 per cent in 1918. 

As in the case of the other countries, the slwrtage of shippii^ 
eliminated the long voyage and stimulated trade with nei^iboriog 
countries. The Eunq)ean belligerents were the international job- 
bets, and when they ceased to functim as such, direct trade wu 
established between couotiies that had utilized the Jobbea' 
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CHAPTER IX 
CONCLUSION 

The supply of food and of raw materials is scattered all over 
the irorld. No country has the varieties of climate that yidd 
all the food that its pc^Hilatioa requires, tlie geological fcsma- 
tioDS that fumish all the raw materials that it uses in manufac- 
tures, or the types of nuDd and the craft traditions that produce 
all the finished goods it cxisumes. This is the basis of inter- 
national trade. Man is a particularist in production and a uni- 
venalist in consumptim. He trades what he [Wjduces for what 
he consumes. 

Befwe the war trade was largdy unrestricted ezc^ for cus- 
toms tariffs, and tariff wars were costly to the participants and 
therefwe short-lived. Germany enjoyed the commercial freedom 
of the seas. Fw instance, her trade with British India was grow- 
ing more rai»dly than that <^ Great Britain, and in some com- 
modities Germany contnriled over 90 per cent of the trade of 
India. 

The effects of the war were partly temporary and partly pei^ 
manent. The trade of Germany and Rusua in Europe was re- 
duced. NcMinal industrial life in bdligerent Europe was replaced 
by the {voductioD of materials of war. Therefore belligerent 
Europe imported note and exported less than befcHre the war. 
The excess of imports was financed by credits. The neutral world 
and the inactive Allies increased their exports and decreased 
their imports, and in many cases an excess of imports was 
changed to an excess of exports. Governments restricted trade 
with the enemy. TrafBc in luxuries was reduced. The heavy 
flow of trade to Europe created a shortage in tonnage, whidi was 
aggravated by submarine warfare. These diauges woe all tem- 
»> 
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porajy. Trade returns wiU in the main [vobably show a tendoK? 
towatd a reversion to pre-war conditions. 

On the other hand some changes seem to be pennanent. For 
four years the countries dependent upon Europe have been cam- 
pdled to seek new sources of manufactured goods and new out- 
lets for their raw materials, cht else to establish some local indus- 
tries to satisfy their needs. Industry, hitherto cmcentiated 
chiefly in Europe, has been tempcvarily disrupted and to some 
degree pennanently decentralized. The transshifanent of goods 
from the Orient to America or frrnn South America to North 
America by way of Eun^ has been partly replaced by direct 
trade. The intematitxial jobbiug bu^ness has been reduced and 
in some lines diminated. Countries were compelled to become 
sdf-su£Qdent during the war. The old creditor nations, clustered 
in Europe, have become borrowers of widely scattoed countries, 
the United States, Je^xui, and Argentina, hitherto their debtws. 
The wwld has hastened upon a stage of economic devdopmeot 
which it might have taken goierations to attain. The predom- 
inance of Europe in trade has declined, and new OHnmeidal 
qiheres have become defined tn America and in the Far East, 
centering about the United States and Japan. 

As our manufacturing is no longer centralized in New Rnf^aiw), 
but is being distributed throughout the country, so intematicHullj 
the industries of the world are becoming decentralized. As our 
domestic jobber is being eliminated because the manufacturer is 
trading directly with his custcHners, so interaatitmally the jobber 
is no longer in all cases the most economical distributor of goods. 
The increase of facilities for OMiununication and tranqwrtation 
is slowly diminating the service of the middlemaD, intematiaa- 
ally as well as nationally. As the Federal Reserve System le- 
[daced the concentratiim of financial power in New York, so the 
dominance of LcmdoD seems to have been rq^aced by a wider 
distribution of financial resources. Federalism has tended to 
rq>lace centralization, in industry, in trade, and in finance.* 

> This view is referred to by Walther Rathen&u, head d the AllgenKiw 
ElectiicitHtB Geadlschait of Germany, in his appeal tor European nnitf 
against the too rapid disintegration of its economic prestige due to the me of 
America and the Far East in iodiutir and commeice. 
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The rdation of nationalism and internaticKialism in the eco- 
nomic world has been vitally affected. The war has em[diasized 
tbe essential unity of the economic interests of all the nations 
and has proved the costliness of extreme nationalistic policies. 
The threats of boycotts and of restrictions of trade have failed 
in practice. The predictions of economic war have proved idle 
and tbe resolutii^ to discriminate against enemy powers have 
already been largely abandcHied, British merchants are eager 
to sell to Germany, and because of tbe exchange situatitm, Froich 
and Italian traders prefer to bay in Germai^. Commerdal pd- 
icy, to be sound, must be determined not by political afiOliaticHis, 
but by economic coiisiderad<His. Harriet Martineau, writing of 
the period after tiie Napcdeonic Wats, said, "Europe gained 
everything when It gained thirty years of peace." The waste of 
the Ww^ld War will be made good more quickly if an economic 
peace is established. On a liberal poli<y depends the restoraticm 
of Europe and the further progeeaa of the world. 

Before the war, ecc»iomic interests crossed national boundaries. 
Labor was organized in intematitwal unions. Business was 
transacted increasingly by international trusts and corporations. 
Chambers of commerce were associated internationally. Govehi- 
ments were cooperating in various institutions, as tbe Scandi- 
navian and the Latin Monetary Uniims, the Postal Uni<Hi, the 
Metric Union, the Radio-Tel^r^hlc Utuon, etc. This mode of 
association, however, was largely fragmentary and not part of a 
fdiole i^an. 

During the war coopeiatlon between the Allies became essen- 
tial to victory. The Commis^on Internationale de Ravitaile- 
tnent, tbe Allied Maritime Tranqxtrt Council, and finally the 
Sufoeme EoMUHnic Council were created to carry out the cmimioa 
will of tbe belligernits. 

Tbe League of Nations is nterdy the conscious projection of a 
movement, v/boae orig^ lay in international commercial intei^ 
course and whose prc^ess has been accderated by tbe war. 

An assodatimi of free peoples implies a fairly uniform degree 
of eccmomic devd<^mient. The political internationalism of 
Rome was baaed oa centialixed force. Political imperialism haa^ 
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with ■ tern inqxirtatit ntxpHota, ben replaced by oar moden 
politial system of independent goTemments, based en the pnh 
cqile of adf-determiiiatica. These have became fedented ta 
hitefsational unims, having qiedfic fanctioiis. 

The commadal r^jme of the ei^teenth and n ineteenth cen- 
turies vas baaed on the dominance of one or two of the great 
powers of Eorope: The process ol eonicxnic deoentializatioD, of 
the enaodpotitn of the sroong agricnltnral countries from the 
control of the M iDdnstrialized countriesi, grew nnder the pro- 
tective tariff systeoL Alaaader HamilttHi in bis "Report on 
Manofactuies" and Friedrich IJ5t in his "Nathmal System of 
Pcditical EoHxxny" foreshadowed the methods ai the industrial 
develo[»ient of tlie United States. 

Nonnally agricultuial countriea and raw^matcrial prododng 
regions devdop eventually into centos of industry and tiade. 
The war has hastened the growth (A industrial sdf-suffidcncy, 
the decentralizatifHi of trade, and the lessened dependence iqxn 
Europe of the rest of the world. The war has hastened the dis- 
integiatitn, not only of ptditical imperialism, but of aHnmerdal 
imperialism as well. Decentralization is the prerequisite of fed- 
erslian. In a more than superficial sense the war has prepared 
the wnid ior an inevitable League of Naticns. A degree of 
devdoixnent, more uniform at the jvesent time than at any other 
time in history, makes possible its formation. As the badward 
countries of the world beoxne more industrialized, as the densi^ 
of their ptqwlaticns tends to increase by migration, the eomomlc 
dominance of Europe will probably decline still further but the 
interdependence of the nations of the world wOI increase. The 
process of econtHnic deceotralizatioD will [xepare for a trwr 
political federalism. Nadois, annmercially interdependeiU and 
politically indqtoident alone can constitute s I<eague ot Na- 
tions. 



by Google 



APPENDIX A 
THE PARIS RESOLUTIONS 

ADOPTED AT AN 

ECONOMIC CONFERENCE OF THE ALLIED 
GOVERNMENTS, JUNE 17, 1916 

{AnttoimcemeHt hsued by the British Board of Trade) 

The r^resentatives of the Allied Governments have met at 
Palis under the presidency of M. Dementel, Minister of Ccnn- 
mevce, on June 14, 15, 16, and 17, 1916, for the purpose of ful- 
filling the mandate given to them by the Paris CoofCTence of 
March 28, 1916, of giving practical expression to their solidarity 
of vievra and int^ests, and of proposing to thear respective Gov- 
ernments the apprt^Hiate measures for realizing this solidarity. 

They declare that, after forcing upon them the militaty con- 
test in spite of all their efforts to avoid the conflict, the Em^ures 
(tf Central Europe are to-day preparing, in concert with tbar 
allies, for a contest on the eoxwmic plane, which will not only 
survive the reestablishment of peac^ but will at that moment 
attain its full sccrpe and intensity. 

They can not thereftwe conceal from thanselves that the 
agreements which are being prepared for this purpose between 
their oiemies have the obvious object of establishing the d<»ni- 
nation of the latter over the production and the markets of the 
whtrie worid and of imposing on other countries an intolerable 
yoke. 

In the face of so grave a peril the representatives of the Allied 
Govenunents consider that it has become their duty, cm grounds 
<tf neoessaiy and legitimate defense, to adqit and realize from 

•** 
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now onward all the measures requisite on the one hand to secure 
for themselves and for the whole of the mai^ets of neutral coun* 
tries full economic independence and respect for sotmd ccMnmer- 
dal practice, and, on the other hand, to facilitate the organization 
of a pennanent basis of their economic alliance. 

Fot this purpose the re[»vsentatives of the Allied Govern- 
ments have decided to submit for the apfKOval of those Govem- 
ments the following resolutions: 

Measmet for the War Period 

I. The laws and regulatinis pn^biting trading with the enemy 
shall be brought into accord. For this purpose: 

(a) The Allies will prohibit their own sibjects and dtiRns 
and all persons residing in their territories frcHn carrying m any 
trade with (i) the inhabitants of enemy countries iriiatever their 
nationality; (a) en«ny subjects wherever resident; (3) penons, 
firms, and companies whose business is antrolled whdly or par- 
tially by enemy subjects or is subject to enony influence and 
whose names are included in a special list, 

(b) They will [»^)hibit the inqiortatioa into their tetritories 
of all goods wiginating in or coming from enemy countries. 

(c) They will devise means oS establishing a ^stem enabling 
contracts entered into with enemy subjects and injurious to 
national interests to be canceled imconditionally, 

II. Business undertakings owned or i^>erated by enemy sid>- 
jects in the territories of the Allies will all be sequestrated tt 
I^ced under contrd; measures will be tahen for the purpose 
of winding up some of these undertakings and of realizing thai 
assets, the proceeds of such realization remaining sequestrated 
or under control. 

III. In addition to the export prohibitions vriiidi are necess- 
tated by the internal situation of each c^ the Allied coontries, 
the Allies will cmnplete the measures already taken for the re- 
striction of enemy su|^lies, both in the mother countries and 
in the dominicms, coluiies, and protectfflstes: (i) By unifying 
the lists of contraband and of et^oti prohibition, and partica- 
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lariy by {Hx^titntiiig tbe export of all commodities declared ab- 
scdute or conditional coDtraband; (a) by making the grant of 
licenses fw export to neutral countries f nm which expwt to 
enemy toritories mi^t take [Jace OHiditional upon the exist- 
ence in such countries of control ot^nizations apfvoved by the 
Allies; or, in the absence of such oiganizations, upcm special 
guarantees such as the Umitatim of the quantities exported, su- 
perviuon by Allied cixisular officers, etc 

Tirauikoty Measures for the Period of Commercial, Industrial, 
Agriadtvrai, and Maritime Reconstruction of the Allied 
Countries 

I. The ADies dedare their axnm<Mi detenninatian to insure 
tiie reestablishment of the countries suffering from acts of de- 
Btinction, spoliation, and unjust requisitim, and dedde to join 
in devi^g means to secure tbe restwation to those countries, 
as a ixior claim, of their raw materials, industrial and agricul- 
tural plant, stock, and mercantile fleet, or to asust them to re- 
equip themsdves in these req>ects. 

n. Whereas the war has put an end to all the treaties of OHn- 
merce between the Allies and the enemy Powers, and whereas 
It is of essential importance that, during the period of economic 
reconstruction which will follow the cessation of hostilities, the 
liberty of none of the Allies should be bampned by any claim 
put forward by the enemy Powers to most-favu-ed-nation treat- 
ment, the Allies agree that the benefit of this treatment shall not 
be granted to those Powers during a cumber of years to be fixed 
by mutual agreonent among themselves. 

During this number of years the Allies undertake to assure to 
each other so far as poesble ccnnpensatory outlets for trade in 
case consequences detrimental to their coounerce result from 
the apfdication (^ the undertaking refefred to in the [Keceding 
paragraph. 

in. The Allies declare themsdves agreed to conserve for the 
AUied countries, before all others, their natural resources during 
(be whole period of commercial, industrial, agricultural, and mari- 
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time reccmstructlon, and for this purpose they undntake to catib- 
lish ^>ecial anangements to facilitate the interchange of these 
reaouices. 

IV. In ordar to defend their commerce, their industry, their 
agriculture, and their navigation against eoinomic ^[gressian 
resulting from dumping or any other mode of unfiur coo^Mtition 
the Allies decide to fix by agreement a period of time during 
which the commerce of the enemy Powers shall be submitted to 
special treatment and the goods originating in their comitries sbaD 
be subjected either to prDhibitioos ch: to a £;>ecial regime of an 
dFective character. 

The Allies will determine by agreement tbrou^ difdomatic 
channels the special amditioos to be imposed during the above- 
mentioned period on the ships of the enemy Powers. 

V. The Allies will devise the measures to be taken jointly or 
severally for preventing enemy subjects from ezmjsing in thar 
toritories, certain industries or professions which coDcem na- 
tional defense or eoxuxnic independence. 

Permanent Measures of Mutual Assistance and CoBabaratkB 
Among the Allies 

I. Tlie Allies decide to take the necessary steps without dday 
to rendn- themsdves independrat of the enemy countries in so 
far as the raw materials and manufactured articles essential to 
the normal devd<^Hnent of tbdr economic activities. 

These measures should be directed to assuring the independ- 
ence of the Allies not only so far as concerns their sources of 
su[:^]Iy, but also as regards their financial, commercial, and mari- 
time organization. 

The Allies will adopt such measures as may seem to them most 
suitable for the carrying out of this resolution, according to Ae 
nature of the commodities and having regard to the principles 
which govern their econffliiic policy. 

They may, for example, have recourse either to enterprises 
std)sidized, directed, or controlled by themselves, or to the ^aot 
of financial assistance fw the encoutagcment of sdcntific and 
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teduucal research aod the devdopmeiit of national industries and 
resources; to custcHns duties or [Kohibitioiis of a temporary or 
permanent character; or to a combinatloD of these diSereot 
methods. 

Whatever may be the methods adopted, the object aimed at 
ty the Allies is to increase production within thdr territories as 
a whole to a suf&dent extent to enable them to maintain and 
devdop their economic position and independence in reUti<xi to 
enemy countries. 

n. In order to permit interchange of their i^oducts the Allies 
imdertahe to adt^t measures for fadhtating thdr mutual trade 
relations, both by the establishment of direct and rapid land and 
sea tranqmrt services at low rates, and by the ^tension and im- 
provement of postal, tetegraphic, and other communications. 

ni. The Allies undertake to convene a meeting of technical 
ddegates to draw up measures tor the as^milati(»), so far as 
may be possible, of their laws governing patents, indications of 
origin, and trade-maHcs. 

In regard to patents, trade-marks, and literary and artistic 
o^^oi^t which have come into existence during the war in 
enemy countries, the Allies will adopt, so far as possible, an 
identical procedure, to be applied as soon as hostilities cease. 
This procedure will be dabwated by the technical delegates of 
the Allies. 

Whereas tw the purpose of their common defense agunst the 
enenqr the Allied Powers have agreed to adt^ a coornioa eco- 
ncKuic potior, on the lines laid down in the resolutions which 
have been passed, and vrtiereas it is recognized that the effective- 
ness of this polity depends absolutely tipon these rescdutions 
bring put into cpaation forthwith, the represratatives of the Al- 
lied Governments undertake to recommend their respective Gov- 
ernments to take without delay all the measures, Aether tem- 
porary or peimanent, requisite for giving full and complete 
dfect to this policy forthwith, and to communicate to each other 
the ded^ons arrived at to attain that object 

I^uii, June 17, 1916. 
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APPENDIX B 

SUMMARY OF 

FINAL REPORT OF COMMITTEE ON COMMERCIAL 

AND INDUSTRIAL POUCY AFTER THE WAR 

The CoDimittee^ Procedure 

In Jvify, Z916, the Prime Minister of the day (Mr. Aaqaith), 
ai^inted a Committee, of which Lord Balfour was the Chair- 
man, with the fdlowing terms of reference: 

To consider the commercial and industrial policy to be adi^>ted 
after the war, with special reference to the condu^ons readied 
at the Economic Ctmference of the Allies, and to the foUowing 
questions: 

(a) What industries are essential to the future safety of the 
nati(Hi ; and what steps should be taken to maintain (m- estabHA 
them. 

(b) What steps should be taken to recover htune and forugn 
trade lost during the war, and fo secure new markets. 

(c) To what extent aud by what means the resources of die 
Empire should, and can be developed. 

(d) To what extent and by what means the sources of supply 
within the &npire can be prevented from falling under fcneign 
control. 

In the introduction to their main report, which is dated jrd 
December, 1917, and addressed to the present Prime Mimsttr, 
the Committee oplain their procedure in carrying out the in- 
quiry ratrusted to them, and refer to the interim rqxHis -wbiA 
diey issued in the course of their deliberations. 

Summary of Conclusions 
Id this rqwrt we recapitulate for the sake of making a coiD- 
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plete record the coDdusi(His embodied in our interim rqxirls.' 
We state the broad principles which in our <^inion should guide 
the commerciaJ policy of the Government in other measures which 
may be required during the transitional p«iod after the war, but 
we do not think it [>oasible or expedient for us to attempt any 
detailed elaboration of those measures which must largely depend 
upon circumstances which cannot at present be altogether fore- 
seen. . . . The main object, therefore, of the repcKt which we 
have now the honor to present is to lay down the general lines 
of policy upon which we think that pnmanent provision should 
be made in the light of the experience of the war for the safe- 
guarding and promotion of British industry and commerce in the 
future. This we do in broad outline, and we have not attempted 
to eater into the detailed amplication of the principles which we 
reannmend, except where it ai^ieared to be necessary to do so 
tor purposes of illustration. 

Principal Subjects Dealt With 

The main subjects discussed in this nport, in additicm to those 
already dealt with, in our interim r^wrts, are aoxirdin^y: 

(l) The manner in which impoial resources may be fur- 
ther devd<q>ed and the suj^lies of important raw materials as- 
sured. 

(3) The treatment of aliens, including present enemy sub- 
jects, in respect of certain coomiercial and industrial occupations 
in this country. 

(3) The internal reorganization of industry and the assistance 
which nuy be rendered by the Government in promoting it. 

*9th November, igi6, a report on the Importation of Goods from 
tfie present Enemy Countries duriiig the Transitional Period after 
the War. 

14th December, igi6, a report on the Treatment of Exports from 
the United Kingdom and British Overseas Possessions and the Con- 
•ervation of the Resources of the Empire during the same period. 

and Februuy, 1917, certain Resolutions in regard to the Policy of . 
Imperial Preference, 

16th March, iju?, interim rqport on certain Essential Industries. 
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(4) The questi<»i of financial facilities for trade, and the bear- 
ing of taxation upon industrial develcpmenL 

(5) The gneral policy which should be adcq>ted by the State 
in regard to the manufacturing and commercial interests oi the 
British EmiHre, vith ^}ecial refoence to the {Hwenticu of 
"dumping" and the saf^uardii^ of important st^e industries. 

(6) Tlie proposals for the adoption of the metric system of 
wa^ts and measures and the introduction of a dedmal cmn- 
age. 

CHAPTER n 

British Trade and Industry m igij 

In this cluq>ter we take as our starting point a survey of the 
general position of British industry and overseas trade in 19131 
the last complete year of peace, based especially upon the re- 
peats of the Board of Trade OKnmittees rxpaa onr chief staple 
induatiies. 

. . . We find that in long-established manafactures, with 
die important excepti(»i of the iron and sted trades, British in- 
dustry had shown in the decade preceding the war great vitality 
and power of exten»on, but that in the rise and espansicn of the 
more modem branches of industrial production the United King- 
dom has taken only a limited share. Certain branches of (Kt>- 
duction, of great importance as a basis for other manufactures, 
had come to be entirdy or very largdy vaAec German control, 
and in numerous branches of industry, outside the great staple 
trades, foreign competition had become iitcreasingly acute, and 
foreign manufactures had secured a stnmg or evra predominant 
posititm. In overseas trade British merchants and manufacturefs 
were encounterii^ energetic and successful competition, which is 
ascribed to a variety of causes, including the adt^tion by foreign 
merchants and manufactures of methods of organization and dis- 
tribution different from, and in some cases markedly mtxe cffc&> 
tive than, those hitherto pursued by British traders. 

Owing to the abnormfU conditlcms due to the war, «4iil9t u 
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amount of foreign trade very targe in value has been main- 
tained, its character and directioDs have been altwed in many 
respects. ... In numerous directions British manufacturers 
have shown much adaptability and resourcefulness, and the 
knowledge and experience gained during the war should be a 
most valuable asset in re^)ect of our post-war trade. We urge 
the vital importance of every effort en the part of both em- 
ployers and employed to attain the largest possible vtrfume of 
production in order to secure the ^>eedy recovery of our indus- 
trial and fi ffl n r i M positirau 



CHAPTER m 
Measures to Be Adopted During the Trauskiotial Period 

We FeafBrm the main recommendations embodied In our First 
aod Second Interim Reports, viz:— 

<a) The present regime, whereby impcntaticn of goods of 
enemy origin is prohibited, should be omtinued, subject to license 
in exceptional cases, for a period of at least twdve months after 
the condu^on of the war, and subsequently for such further 
period as His Majesty's Government may deem expedieot 

(b) The Paris Resolutions relating to the plan of the Allies toe 
the re^oration of their industries can be carried into effect if a 
policy of joint control of certain important commodities can be 
agreed upon between the British Empire aod the Allies. Any 
measures ^lould aim at securing to the British Empire and the 
Allied countries priority tar their requirements and should be 
applied only to materials which are mainly derived fran those 
countries and will be required by them. ^ This policy should be 
applied as regards the United Kingdom by legislation empower^ 
ing the Government to pn^bit the export except under license of 
such articles as may be deemed eq>edlent, and as regards the 
British Empire and Allied countries the Government should, 
without delay, alter into ne{p>tiati(His with the various Govern- 
ments concerned, with a view to the adoption of suitable joint 
owasureft ia the case of selected coouoodltie^ of impoitance, 
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(c) We ncMnmeiid that the Government should i 
in consultatioa with the Allies, the expediency tA estahlJAing 
after the var a joint organization on the lines of the Coiniiiis- 
sion Internationale de Ravitaillemeot fw dealing with the ordca 
of the Allied Governments for reconstructicm purposes, and iritk 
such private orders as th^ may find it expedient to centralize 

(d) We point out that the prolongation of the war and tlie 
entry into it of the United States have increased the importaoct 
of a ctmsidered policy directed towards assuring to the BriUsh 
Empire and the Allies adequate supplies of essoiUal raw matoials 
during the period immediately following the conclusion of peace, 
and that the extent to which the Paris Resolutions ^diidi bear 
upon this vital question can be carried into effect depends upon 
the co6p«ation of the Gov«nments concerned. 

We recc^ize that in addition to the foregoing ^vi^xifials it 
will be necessary to continue for some period after the war sotoe 
portion of the control of home and fcH'dgn trade imposed during 
the war in order particularly to secure to the country adequate 
sup[rfies of foodstuffs and raw materials for industry and tbdr 
fair distributicHi. But we rec(»nmend that the restrictive meas- 
ures which it may be necessary to continue should be kept 
within the narrowest possible limits, and, wherever practicable, 
the trades concerned should be entrusted with the woi^ing of the 
control under Government authority. The policy of the Gov' 
emment should be directed towards the restoration of nonnal 
industrial conditions within the shortest possit)Ie time. We are 
strongly of opinicm that State control of, and restricti<uis vpoa, 
industry ariang out of war c(»iditi(His will be found to be detri- 
mental under ntxmal conditions and should be removed so soon 
as possible after the conclusion of peace, due regard beii% had 
to the drcumstances of each particular case. 

CHAPTER IV 

The Supply of Raw Materials 

The experience of the war has shown that the United Kingdtxn 
and the British Empire as a whtde are dependent vptm ford^ 
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countries for a large number of raw mat^ials which are not 
produced at all within the Empire, or are CHily produced on a 
scale altogether inccxmnenauiBte with our requirements. We do 
not think that any attempt to make the Empire self-su[^rting 
in respect of them all would be either practicable or economically 
sound, but that a selective policy will be necessary, which shall 
liave regard to relative importance, whether industrial or mili- 
tary, and to the sources of supply and the hkelihood of their 
disturbance in time of war. 

We doubt if the prtqKtsals of the Dominions Royal Commis- 
sion (Cd. 8462) for the establishment of a single Development 
Board to deal with this problem and with certain other matters is 
immediately practicable, and we think that it would be possible 
to make more rapid progress by dealing separately with a number 
of special commodities or groups of commodities. 

We refer to the recommendations which we have already made 
for the establishment of an Intelligmce and Advisory Bureau. 

(a) Far securing the detailed and systematic collection, exam- 
ination and dissemination of infonnation as to the needs and re- 
sources of the Empire in respect of minerals and metals of 
economic and military importance, and 

(b) For framing proposals for submission to the proper au- 
thorides as to the coordination of existing surveys and inves- 
tigations and any extensions thereof which may ^^>ear ex- 
pedient 

We have further suggested that in certain cases it should be 
the duty of the organization thus proposed to conuder if any 
deposits of minerals not adequately worked, or any new deposits 
unlikely to be adequately worked without aooK kind of Govern- 
ment assistance, are of such military importance as to warrant 
Government aid in their development, and. If so, to frame recom- 
mendations for the consideration of the particular Government 
of any part of the Empire which may be concerned. 

We note that the Board of Trade have already set up a cam- 
mittee to investigate the question of the supply of cotton within 
the Empire in a similar manner, and we recommend that special 
inquiries should be instituted on these lines as regards each CMn- 

Dc, zecbvGoogIc 



3S6 INISRNATIOKAL COMMERCE 

modity lAkh may be sdected for treatment oa the tHincqdes 
irtiich we have indicated. The object to be kept in view sboald 
be that the Empiie may be capable in an emeigenc^ of beiog 
Indqxndent in respect at the suf^y of every essential commodity 
of any single fordgn coontiy or possible onnbiiiatioa (A foiogD 
coontries. 

We fuither recommend that in these inqoiries advantage should 
be taken of the oiganization which already exists at the InqMfial 
Institute and that a small indq>endent ctxnmittee should be 
appealed to con^der to what extent and in what manner the 
Institute can be made more effective for the purposeL 

As r^ards Alien interests in the sources of supply within the 
£m[Mre, we think that some Govenuneot contnd, which may 
take various forms, act»rding to the circumstances of each casc^ 
will be necessary in future in req>ect of a limited Dumber td 
oommodities of vital military impcMtanc& .^lart from this 
limited class of cases we think that it would be unwise to aim 
at the exclusion of foreign (other than present enemy) c^Mtal 
from sharing in the devdoi»nent of the material resoonxs of 
the Empire. 

We reccKnmend that legislative powers should be taken to 
secure: 

(a) Complete disclosure, so far as is practical^ of the ettnt 
of foreign holdings in any particular case, 

(b) That mineral and other pnq>aties are not secured by 
fordgn ccncems in cKder to [HWent the devdopment of those 
prc^rties and to check competition in supply; and 

(c) That in the case of commodities of great Imperial im- 
portance the local Government c(»icemed should have sacat meas- 
ure of control over the working of the properties. 

These princi^^es, if accepted by the Government, aliould be 
brought under the consideraticm of the Governments <A other 
parts (d the £m[Mre, with a view to the adoption of a unifoni 
policy. 
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Essential Industries 



We refer to tbe detailed recommeDdatiom contaiDcd in our 
interim report on Essential Industries as regards certain selected 
ccHnmodities which, whilst the branches of industry engaged 
therein are not of such magnitude as the great st^le trades, 
are essential to national safety, as being absolutely indispensable 
to important British industries, and were supplied before the war 
entirely or msinly from i^esent enoiiy sources or from sources 
Wider present enemy ccmtnd. 

We reproduce the proposals made by us in that report tot the 
establishment of a Special Industries Board charged witli the 
duty of watching the course of industrial develi^nnent, and of 
framing from time to time, when necessary, dther of its own 
initiative or on the applicaUon of interested departments m* 
persons, detailed schemes for the promotion and assistance of in- 
dustries concerned with the productitm of commodities of the 
q>ecial' character indicated. 

The Intetim Rq»rt on Essential Industries, aa summarized In 
Chapter V, follows: 

In this report, whidi is dated i6th March, 1917, the Com- 
mittee examined scmie special industries to wbidi the term "key" 
or "iHvotal" has been affiled. They were: Synthetic dyes, 
^>elt«', tungsten, magnetos, optical and chemical gjass, hosiery 
needles, thorium nitrate, barytes, limit and screw gauges, and 
drugs. . . . The Committee made the following general statement 
as to their conclusions: 

FnHn the consideration of these Industries certain prindides 
emerge which call for notice. We now proceed to state these 
prindples and to make the general reoxnmendations which lo 
our opinion follow from them. 

In the fii^ place a particular commodiQr m branch of produc- 
tion iriiich is of great national importance at a given time may 
not continue to be so, and on the other hand, new essential 
industries may emetge in the future. 
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Secondly, the causes which have reodered British trade depot 
dent apoa the presmt enemy countries for the supply of particu- 
lar commodities are by no means umf(»rm, and the measures 
required to prcKnote the various branches of industry involved 
may vaiy with each individual ctxnmodity. The problem mD 
also be affected as new ecc»omic and political conditions arise 
and changes occur in the inteniati<Hial situatlcBL 

It seons to us to be certain that in the future, industries (rf 
the nature dealt with in this report will always require special and 
separate consideration, and that no general measure will be suf- 
ficient to meet the varying requirements. Consequently it b iia- 
pos^Ie to lay down permanent and uniform lines of State actka 
In this cmnection; nor are we in a portion to frame an ts- 
haustive list of such industries as may from time to time caS 
for ezccptuHial treatment, or to elaborate in detaQ the piedse 
measures which may be needed in each case. The special recom- 
mendations which we have made in the previous paragraphs may 
themsdves require modification to meet the conditions iriiidi may 
actually eidst after the war. 

EstabliskmetU of a SpetM Itidustria Board 

In these circumstances we recommend the establishment <A a 
permanent Board (which might be called the Special Industtki 
Board), charged with the duty of watching the course of iodns- 
trial devdofment and of framing frtnn time to time, yibea neces- 
sary, either on its own initiative or <mi the applicatioi of inter- 
ested departments fx persons, detailed schemes for the pnxnotiai 
and assistance of industries concerned with the productioo f£ 
commodities of the ^)ecial diaracter indicated in this rcporL 

This organization should take the form of a board of com- 
merdal and industrial experts, associated with whatever Depart- 
ment of State is entrusted with the care of the ctxnmerdal and 
manufacturing interests of the country, and rqxesented in Pai^ 
liamoit by the political head of that Department. It should be a 
statutory body with a permanent chairman and with power to 
appoint such secretarial and technical staff as it may reqniR 
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from time to time. It should issue an annual rqxirt of its pm- 
ceedings, and such special reports as it may think expedient, 
which reports should be presented to Parliament; and it should 
be a statutory condition that, ezcfpt uptm its recommendation, no 
State assistance by way of grant or subsidy should be given to 
any industry or brandi of industry. It should work in dose 
relation and cooperation with the Department of Scientific and 
Industrial Research, and all other Dqiartments of the State inter- 
ested in the developmmt of industry, and it should always be 
cognizant not only of naval and military requirements as th^ 
affect industry, but also of the currmt political relationships of 
this country, since changes in these req)ects may obviously bring 
to li^t fresh "essential" industries. 

The maintenance of efficient and adequate production at rea- 
sonable prices must be a conditicm of the continued receipt by an 
industry of q>ecial State assistance in any form. In addition to 
the framing of schemes, it should be the duty of the Board, the 
establishment ol which we recwDmeixl, to watdi over the ful- 
filment of this condition, and for this purpose it should make sudi 
arrangements as to inspection as may be necessary. Where 
financial assistance is given it should be a condition that the 
firms or companies in receipt of grants should be entirely British, 
and the grants should be issued only upon a certificate frt»n 
the Board that this condition and any other conditions which 
may have been imposed continue to be satisfied, and the repay- 
ment (A the whole or at least part of any grants should always be 
kept in view. Similarly, where import restrictions are imposed 
for the purposes indicated in this report, the giant of licenses 
should be regulated on the advice of the Board. In any cases in 
which special protection may have been given against fordga 
competition by way of tariff or prohibition, it should be a func- 
tion of the Board to consider complaints that such protection has 
been improperly used or has for any reason ceased to be in the 
public interest; and in all cases in which special assistance of the 
kinds suggested in this repwt is given, the Board should have 
power to consider complaints as to the conditions and t«ms of 
emido)nnent in sudi industries, and to require any changes to be 
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made tbndn lAich it may deem proper. For these purposes it 
should have the right which has been ezetdsed with advantage 
by the contracting departments of the Government during the 
war to examine books and cost accounts, to conduct such in- 
quiries as it may think necessary, and to publish its omdusions. 
The membeis of the Board should, we think, be ^^xunted far 
fixed tenns of yeais. 

Failing efBdent and adequate output, the Government sboald 
itsdf undertake the manufacture of such articles as may be csso- 
tial tw national safety. 



CHAPTER VI 

Tks Treatmaa of Aliens m Respect of Commercial and Itidas- 
trial Occupations and Undertakings 

We state that b our tq^nioa it would not be desirable to im- 
pose any q>ecial restrictioos on the participation of aliens go- 
erally in commercial and industrial occupations in this countiy. 
In the limited number of cases in which some restricUons w saf^ 
guards may be necessary, adequate security can, as a ml^ be 
ensured by requiring disclosure of the facts. . . . 

The r^istrati<m of title to property should be made comptd- 
soiy over the whole of the United Kingdom, and such r^istratxn 
should involve a declaration of the nationality of tlie owner or 
transfuse, in «der to enable the Govemmrat to dedde irfKther 
in any particular case national security requires the eqwopriatioa 
of foreign interests. 

We are unable to support the ^voposal which has been made 
that every limited company should be required to include in its 
annual return to Sommerset House a statement of the amount oi 
its stock or shares hdd by or on behalf of aliens, but we lecom- 
mend that the Board of Trade should have power to make ao 
investigation in the case of any particular comiiony in which, on 
grounds of national safety, control might be undesirable, and in 
which thoe is a prima facie ground for suspecting its ezstence to 
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We think that it would be tmwlse to enter oa a policy of 
checking the establishment or OMitinuance of the agencies <» 
branches of foreign banks and insuran(% companies in this couu- 
tty, but that fcH- reasons which we specify they should be re- 
quired in future to take out annual licenses, for which a small 
fee should be paid. We also recommend that foreign insurance 
companies should be require to make a dqx>sit propntitxiate 
to the business done by them, and that dose attention should be 
given by the Inland Revenue authorities to the importance c^ 
securing that foreign banks do not evade payment of the British 
Income Tax. 

We OHisider that tor a period after the war It will be necessary 
to impose special restrictions upon the subjects of the present 
enemy countries and that this can best be done by means of 
stringent permit and police regulations. 

Subject to the last mentioned safeguards, we do not think 
that it will be necessary or practicable, except possibly for a 
short period in special cases, to attempt to prevent present enemy 
subjects from establishing agencies, or holding interests in com- 
merdal or industrial undertakings generally in this country. In 
particular, we think that it would be impracticable and inex- 
pedient to impose any restrictions or discriminations as r^ards 
the use of London credit or of Londtm insurance ot reinsurance 
facilities. 

CHAPTER VU 

Industrial and Commercial Organkation 

We point out that, notwithstandii^ the strength of the United 
Kingdom's economic position, there is a widespread feeling that a 
reconsideration of our industrial and trade organization has b^ 
come necessary in consequence of the increasing intensity of for- 
eign competition, based largely upon a system of combinadon in 
respect of production and distribution which has hitherto made 
ccnnparatively little progress in the United Kingdom. While there 
is a danger that consolidation and combination may not only 
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tend to diminish that individual initiative and enterprise to irhich 
the progress of British manufacture and industry has been 
largdy due, but may also be carried to a point at which it be- 
comes inimical to the general interests of the country, we agree 
generally with tlte opinion that in some imp(Htant directi(His the 
individualistic methods hitherto mainly ad(q>ted should be stQ>> 
plemented or aitiidy replaced by cooperation and coordination io 
respect of (i) the securing of supplies of materials; (a) produc* 
tion (in which we include standardization and scientific and in- 
dustrial research), and (3) marketing. 

As regards associations for general trade purposes, it is, in our 
opini(Hi, very desirable that in all important British industries 
there should exist strong, oHnpr^ensive and well wganized asso- 
ciations which should be clearing houses of information of com- 
mon interest, and should be competent to vdce the t^Mnions and 
needs of their respective trades as a whole. 

As regards combinations for the regulation of trade, we de- 
scribe briefly the forms which these have taken in the United 
Kingdom, and the ezt^t to which tb^ have been carried, and we 
point out that their development in the United Kingdom during 
the two decades preceding the war was far surpassed by the cor- 
responding movements in the United States and Germany, whidi 
in the former case have been chiefly in the direction of actual 
consolidaticms, and in the latter case have taken the form of ter- 
minable combines or "cartels." 

We are of opinion that every encouragement should be given 
by the Government to the formation of combinations of manu- 
facturers and others concerned to secure supplies of mal^ials, 
and that, where it appears expedient that the control of minoal 
deposits in foreign countries should be obtained, all [Mvcticable 
support should be given. 

In regard to production, we think that the constructive action 
must come from the industries themselves, and we h(^ that the 
development may be assisted by the policy of the Department <d 
Sdentiflc and Industrial Research, to which we refer, by coopair 
tion amongst manufacturers in respect of munitions and other 
military and naval supplies, and by combination in re^xct of 
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madutiDg. In order to facilitate the necessaty organization of 
many industries on a larger scale than has be^i the case in past 
years, we recommend that an authority should be set up whldi 
should have the right, after inquiiy, to grant compulsoiy powers 
for the acquisition of land ior industrial purposes and the diver- 
sion or abolition of roads or footpaths. We also recommend that 
there should be a judicial body with compulsory powers to deal 
with the question of wayleavea required for the developmait of 
mineral n^alties and the commercial working of collieries and 
mines. 

We recognize that the formatitm of organizations for market- 
ing in respect of overseas trade will stimulate the creation of com- 
binations for the control of domestic sales. We believe, howevo', 
that such development is not only desirable in some cases, but 
practically inevitable under modem conditions, and that the atti- 
tude of public opinion, of local authorities and the State, which 
has hitherto been antagonistic, must be modified. We c(»»der, 
moreover, that so far from being adverse to the interests of labor, 
combinations of employers are, on the whole, beneficial to the 
workers in the trade affected in respect of rates of wages, steadi- 
ness of employment and other matters. 

We think that it would be inexpedient for the Govenunait 
to enter upon any policy aiming at positive control of coat- 
binations in this country, but that it is desirable that some means 
should be devised for securing to a responsible Government De- 
partment adequate information as to the formation of combina- 
tions, and that provision should be made for State investiga- 
tion in special cases. At the same time we think that combina- 
tions should, where necessary, be legalized so as to be enforceable 
betweoi members. 

Recommendations as to Orgattkattons 

We accordingly recommend in this OHmectioa: 
(a) That it should be a legislative requirement that all inta> 
national combinations or agrf^ments (or combinations or i^ree- 
ments which are made directly or indirectly on behalf iA foreign 
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iotensta) to which British onnpaiiies or finus are parties, made 
toe the F^ulation of the prices of goods or services, or for the 
delimitation of mariLets, should be registered at the Boaid iA 
Trade by the British p»s)iis, firms or companies concerned, with 
a statemmt of the names of all the parties thereto and of the 
g«ieral nature and object of the combination or agreonent; and 
that all modifications of such agreemoits and all adbe^oos and 
withdrawals should also be notified. 

(b) That it should be (^tional for the parties to any com- 
bination or agreement between British firms having for its oi> 
ject joint marketing arrat^iements, either in the United Kingdom 
or abroad, or the regulation of prices or output, or the ddimita- 
tion of markets, to register such combination or agreement at the 
Board of Trade, with a statement of the names of the pardes 
thereto, and as to its general nature and object; and that such 
steps as may be necessary should be taken to make any [vice 
or other market arrangements made by or resulting from com- 
binations and agreements so re^tered enforceable at law as 
between the parties thereto. 

(c) lliat, in order that the Board of Trade may be able to 
keep itself fully informed as to the nature, extent and operations 
of industrial combinati(His in the United Kingdom or of interna- 
tional combinations of which British firms, companies ot associa- 
tions form part, that Department ^ould have power to call up(m 
individual consolidations or combines from time to time to fur- 
nish i<x its confidoitia] use such infonnatiim as it may require. 



CHAPTER Vm 

Finance and Industry 

As regards the question of financial fadlitia for trede, we 
refer to the recommendations of the Special Trade Committees 
and to the Report of the Committee appointed by the Board d 
Trade which led to the establishment of the British Trade Cor- 
poration, and we summarize the evidence which we have received 
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as to the general objects of the Corporatioo and the wotfc iriiich 
it will undertake. 

We deal with a scheme which has been placed before ns for 
the establishment of an Imperial Bank, of Industry under a guar- 
antee of the United Kingdom and certain Dominions and Col- 
onies. We are unable to recommend the adoption of this scheme. 
In our opinion, the financial needs of British industry are Ukdy 
in norma! circumstances to receive better examination and to 
be met in a more elastic and effective maoner under [Hivate 
banking enterprise than by means of a state-controUed institu- 
tion. 

We recognize that the satisfaction of the urgent demand 
which will arise after the war for capital for the reestablishment 
of industry on a peace basis will be profoundly affected by the 
policy of the Government in regard to taxation, the currency 
and the maintenance of the foreign exchanges, and we naxor 
mend that these matters should be the subject of early inquiry 
by the Treasury in consultation with representatives of banking 
and ccMmnerce. As a general rule we think it undesirable that 
the State should itself attempt to provide capital for industrial 
purposes. 

We think that the existing control of capital issues should be 
relaxed as rapidly as circumstances permit, subject to further 
conaderation as regards loans to foreign Governments or States. 

Id our optoitm the remedy for the shortage of cafxtal after 
the war must be sought mainly in the increase of production and 
saving. The attainment of these objects can be appreciably af- 
fected by the avoidance of unnecessary and wasteful expenditure 
by the State itself and by the exten^n of the taxation of 
luxuries. 

The most important permanent instrument of taxation, both 
from the pmnt of view of revenue and as regards its effect upon 
production and the scale of personal expenditure will, however, 
continue to be the Income Tax. We draw attention to the 
observations of the Spedal Committees upon the inadequacy of 
the allowance now allowed for depreciation and wear and tear 
of machinery and plant We are of opinion that dqtreciation 
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■bould be lUowed for Income Tax purposes on an adeqoate scale 
according to the circumstances of each case, and we recommend 
that immediate steps should be taken for this purpose by the 
Treaauiy. Having regard to the far-reaching effects of the tax 
at its present high level upon industrial reconsUuctioo, we 
strongly urge that the principles upon vibicb it is based should 
be fully reviewed at the earliest posuble date, with a view to 
enabling the State to raise a revenue at least as large as at 
present with less individual hardship and less damage to produc- 
tive industry. The inquiry should include consideration of the 
death duties, 

CHAPTER IX 

Fiscal Policy 

Upon reconsideration of this problem as a v/haie in the lig^ of 
the ezperioice of the war, we lay down the following propceitions 
as to the bases of future British economic p(dicy in this connec- 
tion: 

I. Some Government action should be taken to promote and 
safeguard the development in the United Kingdom of industries 
of a special or "pivotal" character (i. e., industries <» which other 
and larger brandies of industrial production of substantial na- 
tional importance are dependent), or which, whilst essential fcff 
munitions purposes, are not of sufBdent commercial importance 
to ensure their development without such State assistance. 

3. Some Government assistance should be given to industries, 
other than those mentioned above, which are important for the 
maintenance of the industrial position of the United Kingdom, 
where such assistance is proved to be necessary because of the 
inability of the industries to maintain or develop themselves by 
reason of undue foreign competition, inadequate supplies of raw 
materials, or any other causes. 

3. A serious attempt should be made to meet the dedaied 
wishes of the DominitHis and Colonies and of India for the re- 
adjustment and development of thnr economic relations with the 
United Kingdom, 
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4. An tSort should also be made to develop tiade between tte 
British Empire and our Allies. 

5. Subject to agreement with our Allies in the matter; pre^tttt 
enemy countries should not, tor a time at least, be allowed io 
cany on trade with the British Empire in the same iMrestrlctAl 
manno' as before the war, or on terms equal to tboae accmdM 
to Allies OT Neutrals. 

After dealing with the question of "dumping" (by which we 
understand the sale of goods in a particular market at prices 
lower than those at which the goods are currently offered in the 
country of manufacture), we discuss the proposal that Oteai 
objects should be sought by the establishment of a. eampn- ' 
hensive tariff scheme covering the whole range of imports into 
the United Kingdom; but for reas<Mi3 briefly summoriwd bdow 
we do not think it necessary or expedlrat to adopt this pn>- 
posal: 

1. A claim for protection caimot, in our i^inion, eomiaUy h6 
regarded as valid, unless the industry which makes it can Show 
that in spite of the adoption of the most detent tAJinical 
methods and business organization it cannot maintain itself 
against foreign comfwtition or that it is hindered from adopting 
these methods by such competition. 

2. There are some large branches of production, such as the 
main branches of the cotton trade, in which there is no demuul 
for any measure of protection. 

3. The primary object of State policy should be the develops 
ment of industries of importance to the naXioaal security and 
well bdng, and any State action directed towards the indiscrim- 
inate maintenance of a number of industries which do not con- 
tribute ^ipreciably or at all towards the increase of the national 
wealth would, we think, be economically unsound. 

4. Any State action likely to raise prices, evrai temporarfly, 
for any commodities of national importance, should be ccmfined 
within the closest posuble limits. 

5. It is of paramount importance that our export trade should 
not be hampered by any policy, which mi^t unduly increase the 
cost of [ffoductim in this country, as compared wittt the cost in 
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other countries; and a more limited tariff could be used equally 
well, though not so octensively, for granting Imperial Preference 
and also for the purpose of negotiation with foreign countries. 
We direct attention to the expediency of considering measures of 
Imperial Preference other than the impositbn of differential 
customs duties. 

Fiscal Policy; Condusiont 

Accordingly, the conclu^ons to which we came after examinar 
don in detail of the main considerations involved are: 

1. The producers of this country are entitled to require from 
the Government that they should be protected in their home 
market against "dumping" as previously defined, and against 
tbe introduction of "sweated" goods, by which term we under* 
stand goods produced by labor which is not paid at trade union 
rates of wages, where such rates exist in the country of <»igin of 
the goods, ot the current rates of that country where there are 
DO trade union rates. We recommend that action be taken in 
regard to "dumping" on the lines (though not necessarily in tbe 
precise form) ad{q)ted in Canada. 

2. Those industries which we have already described as "key" 
OT "iHvotal" should be maintained in this country at all hazards 
and at any expense. 

$. As regards other industries, protection by means of cns- 
toms duties or Government assistance in other forms should be 
afforded only to carefully selected branches of industry, which 
must be maintained either for reasons of national safety, or on 
tbe gmeral ground that it is undesirable that any industry of 
real importance to our economic strength and well bang should 
be allowed to be weakened by foreign competition, or brou^t to 
any serious »tent under alien domlnatioo or contrc^. 

4. Preferential treatment ^ould be accorded to the British 
Oversea Dominions and Possessitms in respect of any customs 
duties now or hereafter to be imposed in the United Eingdm, 
and consideration should be given to other forms of ItnpaiBi 
preference. 
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5. As regards our comnierdal relations with our present Allies 
and neutrals, the denuodatioo of existing conunercial treaties is 
unnecessaiy and inexpedient, but the present opportunity should 
be takea to endeavor to promote our trade with our Allies, and 
consideration should be given to the possibility of utilizing tac 
purposes of negotiaticm with them and present neutrals of any 
duties which may be imposed in accordance with the prind[des 
laid down above. 

In view of the danger that the admisnon of the principle of 
protection, even to a limited extoit, may give rise to a wide- 
spread demand for similar assistance from other industries, and 
consequently to an amount of political pressure which it may be 
very difficult to re^st, we further recommend that a strong and 
competent Board, with an independent status, should be estab- 
lished to examine into all aj^lications from industries for State 
assistance, to advise His Majesty's Government upon such 
applications, and where a case is made out, to frame proposals as 
to the precise nature and extent of the assistance to be given. 
Before recommending tariff protection the Board should consider 
forms of State assbtance other than, or concurroit with, protec- 
tive duties, and it should have constantly in mind the safe- 
guarding of tlie interests of consumers and of Ubor, and should 
make recommendations as to the conditions to be imposed ioT 
these purposes. 

CHAPTER X 

Weights and Measures 

We have coondered numerous suggestions for the alteration of 
our easting weights and measures, and in particular the pro- 
posal for the compuls(»y ad<^tion in this country, after a short 
interval of notice, of the metric system. We are unable to recom- 
mend the adc^tion of this proposal. We are not satisfied that cm 
the whcde the metric system is theoretically superior to our pres- 
ent system. The main practical advantages claimed for the 
change are saving of time in education and the conduct of do- 
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mestic trade and tiie gam to our export trade resulting from in- 
teniationa] iiiuf(Himty. Upon a review of the [Kobable effects of 
the change up(xi British trade as a whole, we are satisfied that 
these results would not be obtained for a very Img period, if 
ever. In our t^inion an attempt to make the use of the metric 
system universal and obligatoiy in this OMmtty vould cause 
great loss &ad confusion at a particularly iooppcwtune OKHttait 
toe the sake of distant and doubtful advantages, and, so far from 
assisting in the reestablishment of British trade after the war, 
would seriously hamper it 

We have also considered proposals for tiie simplificatioii and 
decimalization of our existing weights and measures, but we do 
not think that compulsory legislation for this purpose would be 
expedient or would be likely to be effective at the present thne. 
We recommend, however, that cMtinued efforts should be made 
towards the Amplification which has already taken place to a 
considerable extent in the teaching of wei^ts and measures, 
and that Government Departments and other public authorities 
and trade organizaticms should bear constantiy in mind the im- 
portance of promoting a corresptnding simplification in the acbial 
conduct of trade. We refer also to the importance, already wide- 
ly recognized, of usii^ decimal subdivisions of our basic units, 
and of repladng, wherever possible, the pres«it hundredwei^t 
and ton by the cental of loo pounds and the "short ton" ot 
3,000 pounds. 

CHAPTER XI 

Coinage 

The proposals for the introduction of a dedmal system of 
coinage are often closely connected with the questicm of wrists 
and measures, but the decision must be settied upcn someiriiat 
diff«ent ccHHiderations, The change involves at least the al- 
teration of the pound sterling or of the pomy, and the majority 
of OS are convinced that the advantages esqpected are insuffidoit 
to justify the risks which wovld be involved. We deal iridi 
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the main proposals placed before us which adc^t as a ba^ either 
the existing penny or the pound sterling, 

AmoDgst the foimo' we have considered a sdieme for the 
introduction of a British dcJlar of 100 liaif pennies. This sdieme 
is open to the objections that it would involve the alteration of 
our ousting ^ver currency and would actually diminish the 
eitent of the uniformity which now prevails in regard to cur- 
mcy in the British Empire. The nuun considerations, however, 
by which we are led to reject this scheme, as well as other 
schemes which are based upcm the retention of the penny Is that, 
in our opinion, they all lead in fact to the abandonment of the 
soverdgn as the standard and working unit of international ex- 
change. Any such abandonment, even in name only, would, we 
think, be fraught with risks which it would be unwise to incur. 

The proposal now supported by the Institute of Banker^ 
the Associated Chambers of Commerce, and the Decimal Associa- 
tion, is the decimalization of the sovereign which would consist of 
j,ooo mils, the mil being worth 4 per cent less than the eadsting 
farthing. While it would not promote either the unification of 
the existing coinage systems of the British Empire or the adt^ 
tion of an international currency, the proposal offers considerable 
conveniences in account keeping, especially in the case of banks 
and large commodal firms. But apart from certain secondary 
objections, the crux of the question is the alteration of the 
value of the penny, and, having regard to (he magnitude of 
the disturbance which this change would cause in the lives of 
the great body of wage earners, retail shopkeep«s and thdr 
customers, we are satisfied that the introduction of such a change 
would be inexpedient at a time when the social, industrial, and 
financial organization of the country will be faced with numerous 
and exceptional diEQculties. 
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APPENDIX C 

THE COVENANT OF THE LEAGUE OF NATIONS 

Thk High Contracting Parties, 

In order to prtHnote international c«operatioQ and to achieve 
intonaticmal peace and security 

by tlie acceptance of obligations not to resort to war, 

by the prescription of <^>en, just and honorable relations be- 
tween nations, 

by tbe firm establi^iment of the understandings of intona- 
tioaal law as the actual rule of conduct ammg Govern- 
ments, and 

by the maintenance of justice and a scrupulous req>ect for 
all treaty obligations in the dealings of organized peoples 
with one another, 

Agree to lliis Covenant of the League erf Nations. 

AsncLE I 

The ori^nal Members of the League erf Nations shall be those 
of the Signatories which are named in the Annex to this Covenant 
and also such of those other States named in the Annex as shaD 
accede without reservation to this Covenant. Such accession 
shall be effected by a Declaration d^toeited with the Secretariat 
within two months of the coming into force of the Covenant. 
Notice thereof shall be sent to all other Moubers of the Leagw. 

Any ftilly 8df>govenung State, Dominion or Ccdony not named 
in the Annex may become a Member of the League if its admis- 
sion is agreed to by two-thirds of the Assembly, provided that 
it shall e^ve effective guarantees of its ^cere intention to ob- 
serve its intematitnal obligations, and shall accept such regula- 
37a 
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tions as may be prescribed by the League in regard to its mili- 
taty, naval and air forces and armaments. 

Any Member of the League may, after two years' notice of 
its intention so to do, withdraw from the League, provided that 
all its intematiraial obligations and all its obUgaticos under 
this Covenant shall have been fulfilled at the time of its with- 
drawal. 

ASTICLE 3 

The acti<ai of the League under this Covenant shall be effected 
through the instxumratality of aa Assembly and of a CouncQ, 
with a permanent Secretariat. 

Abticle 3 

The Ass«nbly shall consist of Representatives of the Membos 
of the League. 

The Assembly shall meet at stated intervals and from time to 
time as occasion may require at the Seat of the League or at such 
other place as may be decided upon. 

The Assembly may deal at its meetings with any matter within 
tbe sphere of acti(Hi of the League or afiectiog the peace of the 
world. 

At meetings of the Assembly each Member of tbe League shall 
have one vote, and may have not more than three Representa- 
tives. 

Asna^ 4 

The Council shall consist of Representatives of the Prin- 
cipal Allied and Associated Powers, together with Representa- 
tives of four other Members of the League. These four Mem- 
bers of the League shall be selected by the Assembly from time 
to time in its discretion. Until the appointment of the Repre- 
sentatives of the four Members of the League first selected by 
the Assembly, Representatives of Belgium, Brazil, Spain and 
Greece shall be members of the Council. 

With the approval of the majority of the Assembly, the Coun- 
cil may name additional Members of the League whose Rq>r&- 
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saitatives shall always be membeis of the Council; the Cooncfl 
with like approval may increase the number of Membeis of 
the League to be sdected by the Assembly for repnseatatioa on 
the Council. 

The Council shall meet from time to time as occasion m^ 
requite, and at least once a year, at the Seat of the League, w 
at such other place as may be decided upcm. 

The Council may deal at its meetings with any matter within 
the ^here of action of the League or affecting the peace of the 
world. 

Any Member of the League not r^Hcsented on the Council 
shall be invited to aatd a Representative to sit as a member 
at any meeting of the Council during the con»detation of mat- 
ters specially affecting the interests of that Monber of the 
League. 

At meetings of the Council, each Member of the League lep- 
lesented on the Council shall have one vote, and may have not 
more than one Representative. 

ASTICXE 5 

Except where otherwise expressly jvovided In this Covenant 
or by the terms of the [Hesent Treaty, decisions ai any meeting 
of the Assembly or of the Council shall require the agreemoit of 
all the Members of the League represented at the meeting. 

All matters of procedure at meetings of the Assembly ot of the 
Council, including the appointment of Committees to investigate 
particular matters, shall be regulated by the Assembly or by 
the Council and m^ be decided by a majority of the Members 
of the League r^resented at the meeting. 

The first meeting of the Assembly and the first meeting of 
the Council shall be summnied by the Ih-e^dent of the United 
States of America, 

Abticle 6 

The permanent Secretariat shall be established at the Seat 
of the League. The Secretariat shall onnprise a Secretary Gen- 
eral and such secretaries and staff as may be .leqtured. 
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The first Secretary General shall be the person named in the 
Anno; th^eafter the Secretaiy-General shall be ^^Inted by 
the Council with the ^iproval of the majority of the Assembly. 

The secretaries and stafi of the Secretariat shall be af^winted 
by the Secretary-General with the ^^roval of the Council. 

The Secretary-General shall act in that capacity at all meetings 
of the Assembly and of the Council. 

The expenses of the Secretariat shall be borne by the Mem- 
bers of the League in accordance with the apportionment of 
the expenses of the International Bureau of the Unlva^ Postal 
Union. 

ASTICLZ 7 

The Seat of the League is established at Geneva. 

The Council may at any time decide that the Seat of the 
League shall be established elsewhere. 

All portions undCT OT in connection with the League, in- 
cluding the Secretariat, shall be open equally to men and 



Representatives d the Members of the League and t^Bdals 
of the League when engaged on the business of the League shall 
enjoy diplomatic privileges and immunities. 

Hie buildings and other property occupied by the League or 
its of&dals or by Representatives attending its meetings shall be 
inviolable. 

Article 8 

The Members of the League recognize that the maintenance 
of peace requires the reduction of national arniameots to the low- 
est point consistent with national safety and the enforcement t^ 
common action of international obligations. 

The Council, taking account of the geographical situation and 
drcumstances of each State, shall formulate plans for such re- 
duction for the consido^don and action of the sevo^l Govern- 
ments. 

Such plans shall be subject to reconsideration and levi^on at 
least ev»y ten years. 

After these plans shall have been adq>ted by the several 
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Govemmenta, the limits of armaments theran fixed shall not be 
exceeded without the concurrence of the Council. 

The Members (A the League agree that the manufacture bf 
private enter[»ise of munitions and implements of war is open 
to grave objecdcnis. The Council shall advise bow the evQ ef- 
fects attendant upcu such manufacture can be prevented, due 
regard bdng had to the necessities of those Membas of the 
League which are not able to manufacture the munitions and 
implements of war necessary for their safety. 

The Membns of the League undertake to interchange full and 
frank information as to the scale of thetr armamoits, their mili- 
tary, naval and air ivograms and the condition (A such <A their 
industries as are adaptable to war-like puipoees. 

ASTICLB 9 

A pennanent Commission shall be oHistltuted to advise the 
CouncU <m the «tecution of the provisions of Articles i and 8 
and on military, naval and air questions genially, 

ASTICLE lO 

The Manb«s of the League undertake to re^}ect and i»tsefve 
as agabst estemal aggression the territorial Integrity and taoSt- 
ing political tndq>aidence of all Membos of the League. In 
case of any such agression or in case of any threat tx* danger 
of such aggression the Council shall advise t^xm the means by 
ffduch this oUigatioD shall be fulfilled. 

ASTICLE IT 

Any war or threat of war, wfaethn immediatdy affecting any 
of the Members 6f the League or not, is hereby declared a matter 
of concern to the whole League, and the League shall take any 
action that may be deemed wise and effectual to saf^uard the 
peace of nations. In case any such emergency should arise the 
Secretary-General shall on the recpiest of any Member of the 
League forthwith summ<»i a meeting ot the Council. 
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It is also declared to be the friendly right of each Member <A 
the League to bring to the attention of the Assembly or of the 
Council any circumstance whatever affecting international rela- 
tions which threatens to disturb international peace or the good 
understanding between nations upon which peace dqKnds. 

Akticle 13 

The Members of the League agree that if there should arise 
between them any dilute likdy to lead to a rupture, they will 
submit the matter either to arbitration or to inquiry by the 
Council, and they agree in no case to resort to war until three 
months after the award by the arbitratcvs or the rqxirt by the 
Council, 

In any case under this Article the award of the arbitrat(»s 
shall be made within a reasonable time, and the report of the 
Council shall be made within six months after the submissioa <rf 
the diqnite. 

AancLE 13 

The Members of the League agree that whenever amy di^Hite 
shall arise between them which they recognize to be suitable for 
submission to arbitration and which cannot be satisfactorily 
settled by diplomacy, they will submit the whole subject-matter 
to arbitratifn. 

Disputes as to the inteipretation of a treaty, as to any ques- 
tion of intematicHial law, as to the existence of any fact whidi 
if established would OHistitute a breach of any international 
obligation, or as to the extent and nature of the reparation to be 
made tor any such breach, are declared to be among those which 
are generally suitable for submissicm to arbitration. 

F<Mr the consideration of any such dispute the court of arbitra- 
tion to which the case is referred shall be the Court agreed on 
by the parties to the di^nite or stipulated in any convoition 
existing between them. 

The Members of the League agree that they will cany out in 
full good faith any award that may Be rendered, and that they 
will not resort to war against a Member of the League whidt 
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comities therewith. In the event of any bulore to cany oat 
such aa award the CouncO shall pnqxne irtat stqis ahoold be 
taken to give effect thereto. 

Abttclx 14 

The CouncO shall fonnulate and solxnit to the Memben of 
the League for adaption plans fw the establishmait of a Per- 
manent Court of Intematl(xial Justice. The Court shall be 
competent to bear and determine any dispute of an intenatiaul 
diaracto* which the parties thereto submit to it. The Court may 
also give an advisory c^inicHi upon any dispute or question re- 
ferred to it by the Council or by the Assembly. 

Abticlk is 

If thoe should arise between Members of the League any dis- 
pute likdy to lead to a rupture, which is not submitted to 
arbitration in accordance with Article 13, the Members of the 
League agree that they will submit the matter to the CoondL 
Any party to the di^mte may effect such submtsutMi by giviDg 
notice of the existence of the dispute to the Secretaiy-Geoeral, 
■wbo will make all necessary arrat^onents for s full investiga^ 
tioD and consideratim thoeof. 

For this purpose the parties to the (U^nite will ccnimnnicate 
to the Secretary-GenoBl, as prcmiptly as possible, statements of 
their case with all the rdevant facts and p^>eis, and the Council 
may fortbmth direct the publication thereof. 

The CouncQ shall endeavw to effect a settlement of the dis- 
pute, and if such efftuts ate successful, a statement shaD be 
made public giving such facts and explanations r^arding the 
dispute and the terms of settlement theietrf as the Coandl may 
deem appropriate. 

If the di^Hite is not thus settled, the Council either unani- 
mously or by a majority vote shall make and publish a nfwrt 
containing a statement of the facts of the dispute and Ae 
recommendations which aie deemed just and pmpar in lepid 
thereto. 
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Any Member of the League represented on the Council may 
make public a statement of the facts of the dispute and of its 
condustons regarding the same. 

If a report by the Council is uoanimously agreed to by the 
members thereof other than the Representatives of one or more 
of the parties to the dispute, the Members of the League agree 
that they will not go to war with any party to the dispute which 
OHnplies with the recommendations of the report. 

If the Council fails to reach a report vriiich is unanimously 
agreed to by the members thereof, other than the Representatives 
of one or more of the parties to the dispute, the Members of the 
League res^ve to themsdves the rij^t to take such action as 
they shall consider necessary for the maintmance of rij^t and 
justice. 

If the dispute between the parties is claimed by one of them, 
and is found by the Council, to arise out of a matter wbidi by 
international law is solely within the dtnnestic jurisdiction of that 
party, the Council shall so report, and shall make no reoHiimen- 
dation as to its settlement. 

The Council may in any case under this Article refer the dis- 
pute to the Assembly. The dispute shall be so referred at the 
request of dther party to the disfiute, provided that such request 
be made within fourteen days after the submission of the di^nite 
to the Council. 

In any case referred to the Assembly, all the provisions of 
this Article and of Article 12 relating to the action and powers 
of the Cotmcil shall apply to the action and powers of the As- 
sembly, provided that a report made by the Assembly, if con- 
curred in 1^ the Representatives of those Members of the 
League represented cm the Council and of a majority of the other 
Members of the League, exclusive in each case of the Representa- 
tives of the parties to the dispute, shall have the same force as 
a report by the Council concurred in by all the membos thereof 
other than the Representatives of (me or more of the parties to 
thediqmte. 
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Akticxe i6 

Should any Member of the League resort to war in disregard 
of its covraiants under Articles la, 13 or 15, it shall ipso facto 
be deemed to have OMnmitted an act of war against all other 
Membos c^ the League, which hereby undertake immediatdy 
to subject it to the severance of all trade or finandal rda- 
ti<Ki3, the prohibititm of all intercourse betwem their nationals 
and the nationals of the covenant-breaking State, and the i»Eveo- 
ti<Mi of all finandal, cwnmerdal or personal intercourse be- 
tween the nationals of the covenant-breaking State and the na< 
ti«ials of any otbo' State, irtiether a Member of the League or 
not. 

It shall be the duty c^ the Council in such case to recmnmoid 
to the several Governments concerned what effective military, 
naval or air fwce the Members of the League shall severally 
contribute to the armed forces to be used to protect the cove- 
nants of the League. 

The Members of the League agree, further, that they ^ 
mutually suppnt one anoHier in the finandal and economic meas- 
ures which are taken undn this Artide, in order to minimize the 
loss and inconvenience resulting from the above measures, and 
that they will mutually support, one another in resisting any spt- 
dal measures aimed at one of their number by the covenant- 
breaking State, and that they will take the necessary steps to 
affcntl passage throu^ thdr territory to the forces of any of the 
Members of the League which are cooperating to protect the 
covenants of the League. 

Any Member of the League whidi has vidated any covcoaot 
of the League may be dedared to be no longer a Member tA the 
League by a vote of the Council concurred in by the Reprtsfs- 
tatives of all the other Members of the League represcsted 
thereon. 

AsTicLB 17 

In the event of a dilute between a Member of the League and 
a State which is not a Member of the League, or between St^es 
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not Uemben of the League, the State or States not Monben of 
the League shall be invited to accept the obligations of mem- 
bership in the League for the purposes of such dispute, uptm 
such conditions as the Council may deem just. If sudi invita- 
tion is vxepted, the provisions of Articles 12 to t6 inclusive 
shall be applied with such modifications as may be deaned 
necessary by the Council. 

Upon such invitation being given the Council shall imme- 
diately institute an inquiry into the circumstances of the diqmte 
and recommend such acticKi as may seem best and most effectual 
in the ctrcumstances. 

If a State so invited shall refuse to accept the obligations oi 
membership in the League for the purposes of such dilute, and 
shall resort to war against a Member of the Le^ue, the provi- 
sions of Article 16 shall be ai^cable as against the Slate taking 
such acticm. 

If both parties to the dilute when so invited refuse to acc^ 
the obligations of membersbip in the League ior the purposes of 
such dilute, the Council may take such measures and make 
such recommendations as will preveat hostilities and will result in 
the settlement of the dilute. 

ASTICLE 18 

Every treaty or international engagement entered into here- 
after by any M«nber of the League shall be forthwith registered 
with the Secretariat and shall as soon as possible be published 
by it No such treaty ot international oigagement shall be bind- 
ing imtil so registered. 

AsncLE 19 

The Assembly may from time to time advise the recon^dera- 
tion by Memba3 of the League of treaties which have become 
inapplicable and the con^deration of international condititms 
whose ccmtinuance might endanger the peace of the worid. 
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Akticu 30 

Tie Monbas of the Leagne severally agree dot Has Covenaot 
b aoi^ited as abnigatiog all oUigatkns or nndeistaiidiii^ mter 
te wfaidi are inconustent with the toiDS thereof, and aofannly 
ondertake diat th^ wiO not faacafter enter into any eogage- 
ments tncoosisteiit with ibc tenns theiecrf. 

In case any Member of the League sbaD, before beconung a 
Member of the League, have nndertaken any obUgaticRis inom- 
siatcot with the teroa of this Covenant, it shall be the dnfy of 
such Member to take immwli^t^ sttfi to procure its rdcsse from 
such obligttioM. 

AsncLX )i 

Nothing io this Covenant shall be deemed to affect the validity 
of iDtematiooa] engagements, such as treaties of aifaitration or 
r^jonal understandings like the Monroe doctrine, far secnring 
the maintraance of peace. 

ASTTOJt 33 

To those armies and territ<xies which as a consequence ot 
the late war have ceased to be under the sovereign^ of the States 
which formeriy governed them and which are inhabited by peo- 
I^cs not yet able to stand by themsdves under the stianuKB 
conditions of the modem world, there should be apfdied the prin- 
ciple that the well-being and dev^tfunent of such pet^les fonn 
a sacred tnist of civilization and that securities for the perform- 
ance of this trust should be embodied in this Covenant 

The best method of giving practical effect to this fvindple b 
that the tutelage of such peoples should be entrusted to advanced 
nations who by reason of their resources, their experience or 
thor geogra{^caI position can best undertake this re^xK»ibili^, 
and irtK} are willing to accept it, and that this tutdage shoald 
be exercised by them as Mandatories on behalf of the League. 

The character of the mandate must diSa according to tbe 
stage of the developm«it of the peofde, the geograi^ucal sitn- 
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tioQ of the tenitoiy, its toamaaac amditk»is and otha similar 



Certain OHnmumties f(»meriy bdon^g to the TuiUsb Em- 
pire have reached a stage of development where thdr existence 
as iitdependent naticxis can be provisionally recognized subject 
to the rendoing of administrative advice and assistance hy a 
Mandatory until such time as tliey are able to stand alone. The 
wishes of these communities must be a {windpal conademtion 
in the sdection of the Mandatory. 

Other peoples, especially those of Central Africa, are at such 
a stage that the Mandatory mustbe re^mnsible for the adminis- 
tration of the territwy under conditlcHis which will guarantee 
freedom of conscience and religion, subject only to the mainte- 
nance of public order and morals, the inhibition of abuses such 
as the slave trade, the arms trafiic and the liquor traffic, and 
the prevention of the establishment of fortifications m military 
and haval bases and of military training of the natives for other 
than police purposes and the defence of territory, and will also 
secure equal c^portunities for the trade and commerce of other 
Members of the League. 

There are territories, such as South-West Africa and certain of 
the South Pacific Islands, which, owing to the sparseoess of their 
population, cm* their small size, or their remoteness from the 
centers of civilisation, or their geographical contiguity to the 
toritny of the Mandatory, and other circumstances, can be best 
administered under the laws of the Mandatory as integral por- 
tions of its territory, subject to the safeguards above mentitmed 
in the intoests of the indigenous population. 

In evtry case of mandate, the Mandatory shall rendo' to the 
Council an annual report in reference to the toritory committed 
to its charge. 

The degree of authority, contrcJ, or administration to be exn- 
dsed by the Mandatory shall, if not previously agreed upon by 
the Members of the League, be «q>licitly d^ned in each case by 
the Council. 

A permanent Commission shall be constituted to receive and 
examine the annual reports of the Mandatories and to advise 
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the Council on all matters relating to the observance of the man- 
date*. 

Abticle 23 

Subject to and in accordance with the provisinis of interna- 
dooal conventions existing or hereafter to be agreed upon, the 
Members of the League: 

(a) will endeavor to secure and maintain fair and humane 

conditions of labor fw men, women, and childien, 
both in their own countries and in all c»untiles to 
which their commercial and industrial relations ex- 
tend, and for that purpose wUl establish and main- 
tain the necessary international coganizations; 

(b) undert^^e to secure just treatment oi the native in- 

habitants of tenitories onder their control; 

(e) will mtrust the League with the general supervision over 
the execution of agreem^its with regard to the traffic 
in women and children, and the trafGc in opium and 
other dangoous drugs; 

(d) will entrust the League with the general supervisicm of 
the trade in arms and ammunition with the countries 
in which the contrd of this trafbc is necessary in the 



(e) will make provi^on fo secure and maintain freedom of 
communications and of transit and equitable treat- 
ment for the commerce of all Monbers of the League: 
In this connection, the special necessities of Qtt 
regions devastated during the war of 1914-1918 ahaO 
be borne in mind; 

(/} will endeavtv to take steps in matters of intematioiBl 
cmcem for the prevention and centred of disease 

, ASTICLB 34 

There shall be placed under the direction of the League all in- 
ternational bureaux already established by genoal treaties if tbe 
parties to such treaties consent All sudi international bureain 
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and all commissions iot the n$;ulation of matters of intematioQal 
ioterest hereafto* constituted shall be placed under the direction 
of the League. 

In all matters of international interest which are regulated by 
general conventions but vhich are not placed under the control 
of international bureaux or conunissions, the Secretariat (A the 
League shall, subject to the consent of the Council and if de- 
sired by the parties, collect and distribute all relevant informa- 
tion and shall render any other assistance which may be necessary 
or desirable. 

The Council may include as part of the expenses of the Sec- 
retariat the expenses of any bureau or commissicm whidi is 
placed under the directicm of the League, 

AsTicLE 25 
The Members of the League agree to encourage and promote 
the establishment and cooperation of duly authorized voluntary 
national Red Cross organizations having as purposes the im- 
provement of health, the prevention of disease and the mitigati«i 
of suffering throu^ut the world. 

Abticlb 36 

Amendments to this Covenant will take effect ^en ratified by 
the Monbets of the League whose Representatives ciHnpose the 
Council and by a majority of the Members of the League ^ose 
Representatives ccmipose the Assembly. 

No such ammdment shall bind any Member of the League 
which signifies its dissent therefrcHu, but in that case it shall 
cease to be a Memba of the League. 



I. OSUJINAL MTV™"R OT THE LEAGUE OF NATIONS BBINATOSIES 
OF THE TREATY OF PEACE 



Unitk) Stars ot Akebica. Bolivia. 
Bzixaou. Bbatil. 
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BirnsH Eimtt. 


HONDDXAS. 




Italy. 


AUSIBALIA. 


Japan. 


South Afsica. 


LiBISIA. 


NswZxAuun). 


NiCASAOTA. 


India. 


Panama. 


China. 


Peru. 


Cdba. 


Poland. 


EcUADttt. 


POBTUGAL. 


FXANCE. 


RomuNU. 


(^OXCS. 


Sksb-Croat-Slovbni State. 


GUATBIMU. 


SlAM. 


Haiti. 


Czecho-Slovaku. 


HmjAZ. 


Ubdouay. 



statu INViriD TO ACCEDE TO THE OOVKKAHT 

AsciNTiNE Republic. Pebsia. 

Chili. Salvaoos. 

CoLoicBiA. Spain. 

Deniusk. Sweden. 

Nbthxblands. Switzskland. 

NoswAT. Venezuela. 
Pakaouat. 

IL mST SiatETAlV-OBNKKAL OT THE LEAGUE OF NATIONS 

The HoDMBble Sir Jaues Esic Dbuuhons, K.CJf .G., CB. 
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APPENDIX D 

CUoBCS in the Treaty of Peace with Germany vhich bear oo Cooi' 
merce and the Subjects treated in this Book.^ 

TREATY OF PEACE WITH GERMANY 

Past Z— Thi Covenant of tbb LEAGtm of Nationi 

Past n — Bodndasiss of Gesuany 

Pakt in — Political Clauses fob Eubopb 

Past IV— Gbbman Rights and Intesssts outsiox Geucany 

Past V— MuiTAKir, Naval and Ant Clauses 

Past VI— FmsoNzas of Was and Qaxm 

Past Vn— pBNALTns 

Past VIH- Ripasation 

AMNBC m 



GennaiQr recognizes the ri^t of the Allied and Associated 
Powers to the replacement, ton for tcm (gross tonnage) and class 
tor class, of all merchant ships and fishing boats lost or dam- 
aged owing to the war. 

Nevertbdess, and in ^te of the fact that the tonnage i^ 
German sliipping at [xvsent in existence is much less than that 
lost by the Allied and Associated Powers in consequence of the 
German aggressicHi, the right thus recognized will be enforced 
on Gennan ships and boats under the foUowing conditions: 

The Gennan Govenunent, on behalf of tbemsdves and so as 
to bind all other perecHis interested, cede to the Allied and 

'Titles of omitted main aectloni ar« pytn. Nnmben of amiexes 
and of pangnphi are not coatinuoui owing to omituoa of irrelevant 
tnateriai 
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Aajoda te d GovennneDts the prope rty in all the Gennan ma- 
diaat shqjs niiidi an of i,6oo tens gnss and npwards; in one- 
half, KckiHied in tonnage of the ships iriiidi are between 1,000 
tiHis and 1,600 tons gross; in Mie-qiiartcr, reckoned in tonnage, 
of the steam trawlers; and in one qnarto*, reckoned id ton- 
nage, of the other fishing boats. 



Gcnpany waivca all claims to vends or cargoes sank hj or 
in OMiaeqtKnce of naval actifm and sobaeqaoitly salved, in iriuch 
any of the Allied or Associated Govenunents or their natimals 
may have any interest either as ownen, charterers, insoms or 
otherwise, ootwithstanding any decree of condemnadcn iriudi 
may have been made by a Prize Court of Gcnnany or ctf her 



The Allied and Aasodated Pcnras leqtnre, and Germai^ m- 
dertakes, that in part satisfaction of ber oU^tions txprtseiA 
in the present Part she will, as bneinafter [xovided, devote ber 
economic resources directly to the physical resbMitticRi cA the 
invaded areas of the Allied and Assodated Powers, to the a- 
tent that these Powers may determine. 



The Allied and Assodated Governments may file with the 
Rq)aratioD Commission lists showing: 

(u) Animals, machinery, equipment, tools and like artides 
of a commercial character, which have bem sdzed, coosiniKd 
<x destroyed by Gnmany or destroyed in direct consequence 
of military t^raticms, and vAadi such Govonments, for the 
purpose of meeting immediate and urgent needs, desire to have 
replaced by animals and artides of the same nature wfaidi are 
in being in German territory at tbe date of the coming into 
force of the ptesxsA Treaty; 
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(i) ReccHistruction materials (atone, bricka, refractory bricks, 
tiles, wood, window-glass, steel, lime, cement, etc.), machinery, 
heating ^quratus, furniture and like articles of a commercial 
character which the said Governments desire to have produced 
and manufactured in Germany and delivaed to them to ptf- 
mit of the restoration of the invaded areas. 



Immediatdy upoa the filing of such lists with the Commis- 
^on the Commission shall con«der the amount and number of 
the matmals and animala mentimed in the lists provided for 
above which are to be required of Germany. In reaching a 
decision on this matter the OHnmissitsi shall take into account 
such domestic requirements of Germany as it deems essoitial 
for the maintaiance of Germany's sodal and easKMnic life, the 
[Hices and dates at which similar articles can be obtained in 
the Allied and Associated countries as compared with those to 
be fixed for German articles, and the general interest of the 
Allied and Associated Governments that the industrial life of 
Germany be not so disorganized as to aSect adversely the ability 
of Germany to perfonn the other acts of reparatiCHi stipulated foe. 

Machinery, equipment, tools and like articles of a commer- 
cial character in actual industrial use are not, however, to be 
demanded of Germany unless there is no free stock of such ar- 
ticles respectively which is not in use and is available, and then 
not in excess of thirty per cent of the quanti^ of such articles 
in use in any one establi^ment or undertaking. 

The Commission shall give rq>resentative& of the German 
Government an opportunity and a time to be heard as to their 
capacity to furnish the said materials, articles and animals. 

The decision of the Commission shall thereupon and at the 
earliest possible moment be communicated to the GAman Gov- 
emment and to the several interested Allied and Associated 
Governments. 

The Gnrnao Government undertakes to ddiver the materials, 
articles and animals as q>edfied in the said commnnication, and 
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the intoested Allied and Asaodated Governments severaDy 
agree to accept the same, provided th^ conform to the ^>ect- 
fication given, or are not, in the judgment ot the Commission, 
unfit to be utilized in the work of rq»ntioo. 



Germany accwds the following options for the ddivcry of 
coal and derivatives of coal to the uDdermentioned t 
of the iwesent Trea^. 



Germany undertakes to ddiver to Fkance seven millic« tons 
of coal per year iot ten years. In addition, Germany nnder- 
takes to delivn to France annually for a period not exceeding 
ten years an amount of coal equal to the difference between the 
annual production before the war of the coal mines of the Nocd 
and Pas de Calais, destroyed as a result of the war, and the 
fHoduction of the mines of the same area during the years in 
question: such delivery not to exceed twenty million tons in any 
one year of the first five years, and ei^t millim tons in any 
(me year of the succeeding five years. 

It is urxlerstood that due diligence will he exerdsed in the 
restoration of tbe destn^ed mines in the Nord and the Pas de 
Calais. 



Germany undertakes to deliver to Bd^um eig^ milliiRi tons 
of coal anua% for ten years. 



Germany undertakes to ddiver to Italy op to the 
quantities of coal: 
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July 1919 to June 1920 4}^ nulltoa Uaa, 

" 1930 " 1921 6 " " 

" 1921 " 1932 7^ " " 

" ijaa " 1923 8 

1933 " 1924.. 



and each of the foIlowlDg five yean J 



At least two-tlurds of the actual ddiveries to be laod-bome. 



Germany further undertakes to d^ver annually to Linem- 
burg, if directed by the Reparation Commission, a quantity of 
coal equal to the pre-war annual aHiauniptim of German coal 
in Luxemburg. 

8 

Geimany undertakes to deliver to France, and to tranqxvt 
to the French frtmtier by rail or by wato', the following prod- 
ucts, during each of the three years following the coming into 
fwce of this Trea^: 

Benzol 35>ooo tons 

Coal tar 50,000 Uma 

Svipbate of ammmia 30,000 tons 

All or part of the coal tar may, at tbe <^on of the Freadi 
Government, be r^laced by corre^xmding quantitiea of prod- 
ucts of distillation, such as light oils, heavy oils, anthracene, 
nafdithalene m [Mtcb. 



Gennany accords to tbe Reparation Commission an optioo 
to require as part of reparation the delivery by Gtrnuaiy of such 
quantities and kinds of dyestuffs and chemical dni^ as the 
Commission may designate, not exceeding 50 per cent of the 
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total stock of each and evny lund of dyestaff and dumkal 
drug in Germany or unda* German control at the date of the 
coming into force of the [MTsent Treaty. 

This <^ti<Hi shall be exercised within sixty days of the re- 
ceipt by the C(Hnmis8i<Hi of such particulars as to stodu as may 
be considered necessary by the CommissiaL 



Gennany funh^ accords to the Reparation Commission an 
option to require ddivery during the period from the date <A 
the coming into force of the present Treaty until January t, 
1930, and during each period of six months thereafter untO 
January i, 1935, of any specified kind of dyestuff and chonical 
drug up to an amount not exceeding 35 per cent of the Ger- 
man [Moduction of such dyestuffs and chemical drugs during 
the previous six months period. If in any case the poxxluctim 
during such previous si mcHiths was, in the c^nnion of the 
CcKnmission, less than ncH^nal, the amount required may be 
35 per cent of the normal [voduction. 



Pakt DC— Financial Clauses 

Akticlb 358 

Germany renounces all rights accorded to her or her natioials 
by treaties, conventions ot agreements, of whatsoever kind, to 
represratation upon tyr partidpaticm in the ctmtrol or admin- 
istration of commissions, state banks, agencies or other finan- 
cial or economic organizations of an international character, 
exercising powers of control or administraticHi, and <q>Natii]g ia 
any of the Allied or Assodated States, m in Austria, Hmgaiy, 
Bulgaria or Turkey, or in the dependmdes of these States, or 
in the former Russian Empire^ 
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Past X— Economic Ciauses 

Section i — Comiczscial Relations 
Chapter I — Customs Regulations, Duties and RestricOoiu 

AancLE 364 

Germany imdertalces that goods the produce or manufacture 
of soy me of the Allied or Associated States imported into Ger^ 
man terribxy, from whatsoever place arriving, shall not be 
subjected to other or higher duties or charges (including internal 
charges) than those to which t^ like goods the produce or man- 
ufacture of any other such State or of ai^ other forogn coun- 
try are subject. 

Germany wiU not maintain or impose any proiiibition «* 
restriction on the importation into German toritory of any goods 
the produce or manufacture of the territories of any oae of the 
Allied (» Associated States, boai whatsoever place arriving, which 
shall not equally extend to the imp<Htation of the like goods the 
produce or manufacture of any other such State or of any other 
foreign country. 

Abticlb 365 

Germany further nndertakes that, in the matter of the rfg^me 
^iplicable on importation, no discrimination against the com- 
merce of any of the Allied and Associated States as compared 
with any other of the said States or any other foreign country 
shall be made, ev&i by indirect means, such as customs regu- 
lations or procedure, methods of veriGcatim or analysis, con- 
ditions of payment of duties, tariff dassificatiim or Inter[«eta- 
tion, or the operation of monc^lies. 

ASTICLE 366 

In all that concerns exportation Germany undertakes th^ 
goods, natural products or manufactured articles, exported from 
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Gennan tmibHy to the territories of any one of the Allied or 
Aasodated States shall not be subjected to other or higjter dalles 
or charges (including internal charges) than those paid <xi the 
like goods eipMted to any other such State or to any other fc^ 
eigD oountiy. 

Germany will not maintain or impose any {Hxdiibition or re- 
striction on the oportation of any goods sett from her terri- 
t(Hy to any one of the Allied or Associated States which shall not 
equally extend to the esqxtrtation of the lihe goods, natural prod- 
ucts or manufactured articles, sent to any other such State or to 
any other fomga country. 

Abticls 367 

Every favw, immon!^ or privily in re^rd to the inq»r^ 
taticKi, exportation or transit of goods granted by Getmany to 
any Allied or Associated State or to any other foreign country 
whatever shall simultaneoudy and unconditioDally, without re- 
quest and without compensation, be extended to all the Allied 
and Associated States. 

ASTICLE 36S 

The provisions of Artides 264 to 367 inclusive ot this Cbapba 
and of Article 323 of Part XU (Ports, Watenrays and Railways) 
of the presat Treaty are subject to the foUowing exccpti(»s: 

(a) For a period of five years from the coming into force ol 
the present Treaty, natural or manufactured products irtiich 
both originate in and come from the territories of Alsace and 
Lorr^e reunited to France shall, on importation into Gennan 
custcms territory, be exempt from all customs duty. 

The FVench Government shall fix each year, by decree am- 
municated to the Gennan Government, the nature and amoant 
of the products Vbich shall enjoy this exemption. 

The amount of each product which may be thus sent ammsDy 
into Germany shall not exceed the average of the amoouts sent 
umually in the years 1911-1913. 
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Furtho', during the period aBovs menticMied the Gennan Gov- 
ernment shall allow tlie free ezpwt from Germany, and the free 
le-importation into Gennany, exempt from all customs duties 
and other charges (including internal charges), of yarns, tissues, 
and other textile materials or textile products of any kind and 
in any omditum, sent from Germany into the territories of Al- 
sace or Lorraine, to be subjected there to any finishing process, 
such as bleaching, dyeing, printing, mercerization, gasang, twist- 
ing or dressing, 

(b) During a period of three years &(Hn the coming into 
force of the present Treaty natural or manufactured products 
which both originate in and crane from Polish territories which 
before the war were part of Germany shall, on importatioc into 
German customs territory, be exempt from all customs duty. 

The Polish Government shall fix each year, by decree ccxumu- 
nicated to the German Govonm^t, the nature and amount of 
the products which shall oijoy tHs exemption. 

The amount (tf each product i^ch may be thus sent annu- 
ally into Germany shall not exceed the average of the amounts 
sent annually in the years 1911-1913. 

Article 369 

During the first six mmths af to- the coming into force of the 
present Treaty, the duties in^Msed by Germany on imports from 
Allied and Associated States shall not be higher than the most 
favorable duties which WN% ^q)lied to imports into Germany 
on July 31, 1914. 

During a further period of thirty numths after the ex[Hrati<Hi 
ot the first six months, this [mvision shall continue to be ^plied 
exdu^vdy with regard to products which, being comprised in 
Section A of the First Cat^ory of the Gennan Customs Tariff 
of Decembtt 35, 1903, enjoyed at the above-mentioned date 
(July 31, 1914) rates conventionalized by treaties with the Al- 
lied and Associated Powers, with the addition of all kinds of 
wine and vegetable oils, of artificial silk and cl washed or 
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scoured wool, whether or not diejr were the subject (tf i;>edal 
coDveotiras before July 31, 1914. 

Abticlb 370 

The Allied and Associated Powers reserve the rij^t to ai^ly 
to German teiritoty occoiNed by their troops a ^ledal customs 
r^me as regards imports and exports, in the event of sudi a 
measure being necessary in th^ (pinion in order to safeguard 
the economic interests of the p(^>ulati<xi of these tenitoiiea. 



Ciapter 2-Skippmg 

ASTICLE 371 

As regards sea fishing, maritime coasting trade, and maritime 
towage, vessels of the Allied and Associated Powers shall eajoy, 
in G«inan tentorial waters, the treatment acceded to vessds 
of the most favored nati<Hi. 

AXTICLE 373 

Germany agrees that, notwithstanding any stipulation to the 
contrary c(»itained in the Convaitions relating to the North Sea 
fisheries and liquor traffic, all ri^ts of inspection and pcdia 
shall, in the case of fishing-boats of the Allied Powers, be exa- 
cised soldy by ships bdc«iging to those Powos. 

Chapter 3— Unfair CompOitiM 

Abticu 374 

Gennany undertakes to adopt all the necessary le^slative and 
administrative measures to [voted goods the produce or manu- 
facture of any erne of the Allied and Assodated Powns from 
all fcHTUs of unfair c(»npetiti<» in commodal transactions. 

Gennai^ undertakes to prohibit and repress by seizure and 
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t^ other 8pprot»7ate remedies the impOTtaticHi, oportation, 
manufacture, distribution, sale or oSering for sale in its terri- 
tory of all goods bearing upon themselves or their usual get-up 
or wr^)trings any marks, names, devices, or description whatso- 
ever which are calculated to convey directly or indirectly a false 
indicatim of the origin, type, nature, or q>ecial characterictics 
of such goods. 



Chapter 4— Treatment of Nationals of Allied and Associated 
Powers 

Abxicle 276 

Germany oadartakes: 

(a) Not to subject the nationals of the Allied and Associated 
Fowns to any prohibition in regard to the exerdse of occupa- 
tiwis, profes^ons, trade and industry, which shall not be equally 
applicable to all aliens without exception; 

(b) Not to subject the nationals of the Allied and Associated 
Powers in regard to the rights referred to in paragr^)h (a) to 
any regulation ch- restriction which might contravene directly or 
indirectly the stipulations of the said paragi^h, m which shall 
be other or more disadvantageous than those which are E^>plicable 
to nationals of the most favored nation; 

(c) Not to subject the nationals of the Allied and Associated 
Powers, their pn^>erty, rights or interests, including oKnpanies 
and as80ciati(His in which they are interested, to any charge, tax 
OT impost, direct or indirect, other or hi^er than those which 
are or may be imposed cm her own natimals or their pn^xrty, 
rights or interests; 

(d) Not to subject the nationals of any one of the Allied and 
Associated Powers to any restriction wtuch was not applicable (m 
July I, 1914, to the nationals ot such Powers unless such restric- 
ti<»i is likewise imposed on her own nationals. 
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Chapter 5— General Articles 
AsncLK 380 

llie obligations imposed tm Germany by Qu^jter I and by 
Articles 371 and 373 of Chapter II above shall cease to have 
effect five years from the date of the coming into fcHts of the 
present Treaty, unless otherwise provided in the t^rt, or unless 
the Council of the League of Nations shall, at least twdve monda 
bef(»« the ezpiiatioc of that period, decide that these obligations 
shall be maintained for a further period vith ot without amend- 
moit. 

Article 376 of Chapter IV shall remain in c^teration, with or 
without ametkdment, after the period of five yeais for such fur- 
ther period, if any, not exceeding five years, as may be de- 
termined by a majCHity of the Council of the League of Nations. 

AsncLB 381 

If the German Government engages in intematic«al trade, it 
shall not in respect thereof have or be deemed to have any ri^ts, 
privileges or immunities of sovereignty. 

Section 4 — Pbopesty, Rights and Interests 



All property, rij^ts and interests of German nationals wldiin 
the territwy of any Allied or Associated Power and the net 
{Hvceeds of their sale, liquidation or other dealing therewith may 
be charged by that Allied «* Associated Power in the first [dace 
with payment of amounts due in respect of claims by the na- 
tionals of that Allied or Associated Fovia with r^ard to their 
property, rights and interests. Including conqianies and associ- 
ations In which they are intoested, in German territory, or d(l)ts 
owing to them by German nationals, and with payment of claims 
growing out of acts ctHnmltted by the German Government or 
by any German authwides since July 31, 1914. 
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Past XI— Aekial NAviGAtniN 
Pabi XII — PoBis, Waterways and Railways 
Section i — General Psovisions 
Article 321 

Germany nndertakes to grant freedom of transit througji ha 
toritories on the routes most convenient for intematitxial tran- 
sit, either by rail, navigable waterway, or canal, to persons, 
goods, vessels, carriages, wagons and mails coming from or going 
to the territories of any of the Allied and Associated Powers 
(whether contiguous or not) ; for this purpose the crossing of 
territorial watos diall be allowed. Such persons, goods, vessds, 
carriages, wagons and mails shall not be subjected to any transit 
duty or to any undue delays or restrictions, and shall be entitled 
in Germany to national treatment as regards charges, facilities 
and all other matters. 

Goods in transit shall be exempt from all Customs w other 

m'milar duties. 

AH charges imposed on transport in transt shall be reasonable, 
having regard to the conditions of the traffic. No charge, facility 
or restriction shall depend directly <»' indirectly on the owner- 
ship or on the naUtmality of the ship or other means of trans- 
port on which any part of the throu^ journey has been, or 
is to be, accomi^isbed. 

AxncLE 323 

Gemany undertakes to make no discrimination or pnttnaoe, 
direct or indirect, in the duties, charges and prohibitions rdating 
to importations into or esportations from her territories, or, 
subject to the special engagements contained in the present 
Trea^, in the charges and conditions of tran^wrt of goods or 
persons entaing or leaving hu- territories, based on the frw- 
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tier crossed; or on tbe kind, ownenhip w flag of the means of 
tianspcHt (indudiog aircraft) employed; or ua the ori^nal or 
immediate place of departure of the vesad, wagoa ot aircraft 
or other means of transpnt employed, or its ultimate or inter- 
mediate destinatitm; or oa the route of or places <rf traosshipuKst 
on the journey; or on v4ietber any port throt^ which the goods 
are imported or e:q>orted is a German port or a pwt bel(K]^Dg 
to any fordgn country or on whether the goods are impcHted 
or exported by sea, by land or by air. 

Germany particularly undertakes not to establish against the 
ports and vessds of any of the Allied and Associated Powers 
any surtax or any direct or indirect bounty for export or in^xirt 
by German ports or vessels, or by those of another Power, for 
example by means of combined tariffs. She further undertakes 
that persons or goods pas^ng throu^ a port or using a vessel 
of any of the Allied and Associated Powers ^lall not be sub- 
jected to any fwinality or dday whatever to which such persons 
or goods would not be subjected if they passed tbrou^ a Ger- 
man port or a port of any other Power, or used a German ves- 
sel or a vessd of any otha Power. 

AxncLE 334 

All necessaiy administrative and technical measures shall be 
taken to shorten, as much as possible, the traosmisaoo of goods 
across the German frontiers and to oisure their forwarding and 
transport from such frontiers, irrespective of \riiether such goods 
are coming from or going to tbe toritories of the Allied and 
Associated Powers or are in tran»t fnxn or to those territories, 
under the same material ctmditions in such matters as i^wliQ' 
of carriage and care en route as are enjc^ed by other goods 
of the same kind carried on German territory under similar con- 
ditions of transport. 

In particular, the transport of perishable goods shaO be 
promptly and regularly carried out, and the custtms fwmalities 
shall be effected in such a way as to allow the goods to be c*^ 
ried straight through by trains which make cxiaoiKXiaa, 
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Tfaa seaports of the Allied and Aasodated Powers are entitled 
to bU favors and to all reduced tariffs granted on German rail- 
ways oc navigable waterways for the ben^t of German poets 
CH- of any port of another Power. 

Article 326 

Gtmaay may not refuse to participate in the tariffs or com- 
binati<His of tariffs intended to secure for ports of any of the 
Allied and Associated Powers advantages similar to those granted 
by Germany to her own ports or the ptvts of any other Pawtt. 



SiCTIOM a—NAYICATTON 

Chttpttr I— Freedom of Navigatiom 
AniCLi 337 

The nationals of any of the Allied and Associated Powers as 
well as their vessels and [vopcrty shall enjoy in all German 
ports and 00 the inland navigation routes of Gennany the same 
treatment in all req>ects as German nati(»uds, vessels and 
property. 

In particular the vessels of any one of the Allied w Aaso- 
dated Powers shall be entitled to tran^)Ort goods of any descrip- 
tion, and passengers, to cff from any ports or places in German 
territory to which Gennao vessels may have access, under con- 
ditions which shall not be more onerous than those applied in 
the case of national vessels; they shall be treated on a footing 
of equality with national vessels as regards port and harbor 
fadlities and charges of every description, including facilities 
for stationing, loading and unloading, and duties and charges 
of tonnage, harbor, pilotage, lighthouse, quarantine, and all 
analogous duties and charges of whatsoever nature, levied in 
the name of cw for the pm&t <tt the Govonment, public funo- 
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ttonaries, [xivate individuals, corporatiooa or establishments of 
any kind. 

Id the evait of Germany granting a preferential regime to 
any of the Allied or Associated Powers or to any other fwogn 
Power, this r^me shall be extended immediately and unoxi- 
ditionally to ail the Allied and Associated Powers. 

There shall be no impedimoit to the movement of peraoos or 
vessels other than those arising from prescriptions conceniing 
customs, police, sanitation, ^nigration and immigration, and 
those relating to the import and export of prohOiited goods. 
Such regulations must be reasonable and unifonn and must not 
unpede traffic unnecessarily. 



Chapter a— Free Zones in Ports 
Article 338 

The free zones existing in German ports on August i, 1914, 
shall be maintained. These free zones, and any other free zimms 
which may be established in German territory by the present 
Trea^, shall be subject to the regime provided lor in the fed- 
lowing Artides. 

Goods entering or leaving a free zone shall not be subjected 
to any import or export duty, other than those provided for in 
Article 330. 

Vessels and goods entering a free zaaa may be sobjected to 
the diarges established to cover e:q>enses of administratitm, ^>- 
ke^ and improvement of the port, as well as to the charges for 
the use of various installations, provided that these chaises shall 
be reasonable having regard to the expenditure incurred, and 
shall be levied in the conditions of equality [Nrovided fw in Ar- 
ticle 337. 

Goods shall not be subjected to any other diarge excqA a 
statistical duty which shall not exceed i per mille ad valorem, 
and which shall be devoted exclusively to defraying the ex- 
penses of C(»n[MUng statonents of the traffic in the put. 
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AsncLB 339 

The facilities granted for the erecti<m of wardiouses, for pack- 
ing and for unpacking goods, shall be in accordaiKe with trade re- 
quirements for the time being. All goods allowed to be con- 
sumed in the free zone shall be exempt from du^, whetha ot 
excise or of fmy other descriptjon, lyiart from the statistical duty 
provided for in Article 328 above. 

There shall be no discrimination in regard to any of the pn>- 
visiiHis of the present Article between persons belonging to dif- 
fnent nationalities or between goods of difFerent origin or desd- 
natioa. 

Akiicle 330 

ImpOTt duties may be levied on goods leaving the free zone foe 
consumption in the country cm the territory of which the ptMt 
is situated. Conversely, export duties may be levied on goods 
coming from such coimtiy and brought into the free zone. These 
import and export duties shall be levied on the same ba^ and 
at the same rates as similar duties levied at the other Customs 
frontiers of the country conconed. On the other hand, Germany 
shall not levy, under any denominaticm, any import, eq>ort or 
transit duty <m goods carried by land or water across her terri- 
tory to or from the free zone from <v to any other State. 

Germany shall draw up the necessary regulations to secure and 
guarantee such freedom of transit over such railways and water- 
ways in her territory as normally give access to the free zone. 



Section 3 — Railways 
Chapter i — Clauses Rdatmg to Itaematlonal Tnuufort 

AxncLB 365 

Goods ccnning from Use territories of the Allied and Associ- 
ated Powers, and going to Germany, or in transit through Ger- 
many fnnn or to the territories of the Allied and Associated 
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Powen, shall enjoy aa the German raDways as tegaids dmges 
to be orilected (rebates and drawbacks being taken into ac- 
count), facilities, and all otba matters, the most favorable treat- 
moit applied to goods of the same kind carried on any Gennan 
lines, either in internal trafhc, or for ejqxirt, import or in tran- 
sit, under similar conditions c^ trau^tort, for eiample as regards 
length of route. The same rule shall be ap{^ed, on the reqneat 
of one or more of the Allied and Associated Powas, to goods 
qiecially designated by such Power or Powers craning firm 
Germany and going to their territories. 

International tariffs established in accordance with the rales 
referred to in the preceding paiagT^>h and involving throu^ 
waybills shall be established when one of the Allied ukd Asso- 
ciated Powers shall require it from Germany. 

AsTicLX 367 

Germany shall be bound to cooperate in the establishment of 
through ticket services (for passengers and thur luggage) which 
shall be required by any of the Allied and Associated Powers (0 
ensure their communication by rail with each other and with 
all otber countries by trandt across the territories of Germany; 
in particular Germany shall, for this purpose, accept trains and 
carriages coming from the territories of the Allied aixl Associ- 
ated Powoi and shall forward them with a speed at least eqosl 
to that of her best l«ig-distance trains on the same lines. Tbs 
rates a{q>licab]e to such throuj^ services shall not in any case 
be higgler than the rates collected on German internal services 
for the same distance, under the same conditions of speed and 
comfort 

The tariffs applicable under the same conditicMis of apeei and 
comfort to the transportation of emigrants going to or coming 
from p(Hts of the Allied and Associated Powers and nang the 
German railways shall not be at a higher kilometric rate than 
the most favorable tariffs (drawbacks and rebates being taken 
into account) enjoyed on the said railways by emigrants going 
to or coming from any otfao* ports. 
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Akticle 368 



Germany disll not apply specially to such through services, 
or to the transportation of emigrants going to cv coming fn»n 
the ports of the Allied and Associated Powers, any technical, 
fiscal ot administrative measures, such as measures of custwns 
examination, graeral police, sanitary police, and control, the 
result of which would be to impede or delay such services. 

Abticli 569 

In case of tranqxMt partly by rail and partly by internal navi- 
gation, with or without throu^ way-bill, the preceding Articles 
diall aj^ly to the part of the journey performed by rail. 

Past Xm— Labok 

Section i — Obganizatiok of Labos 

Wheieaa the League of Nations has for its object the estab- 
lishment of uoiveisal peace, and such a peace can be established 
only if it is based upon sodal justice; 

And whereas cmiditicHis of labor exist involving such injustice, 
hardship and privation to large numbers of pe<q»le as to produce 
unrest so great that the peace and harmony of the world are 
imperiled; and an improvement of those conditions is urgent^r 
required: as, for example, by the r^ulation of the hours of 
work, including the establishment of a maximum woriung day 
and week, the regulation of the labor supply, the [vevention of 
unonployment, the provision of an adequate living wage, the pro- 
tection <^ the wwker against uckoess, disease and injury aris- 
ing out of his emidoyment, the protection of children, young 
persons and women, provision for old age and injury, protection 
of the interests of workers when employed in countries other 
than tbdr own, recognition of the principle of freedom of associ- 
ation, the orgaoizatitxi of vocational and technical education and 
oth«- measures; 
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Whereas also the ^ure of any nation to adiypt hamane 
conditions of labw is an obstacle in the way of other nations 
which desire to improve the conditions in thear own countries; 

The Higb Contkacting Pasties, moved by sentiments of 
justice and humanity as well as by the de^re to secure the per 
manent peace of the world, agree to the following 



Chafer i — Organhation 

Article 387 

A permanent organization is hereby established tor Uie ihd> 
motion of the objects set forth in the Preamble. 

The original Members of the League of Nations shall be the 
original Members of this organization, and hoeafter membenihip 
of the League of Nations shall carry with it membersbq) ot the 
said wganization. 

Article 388 

The permanent wganiiation shall consist of: 

(t) a General Conference of Rqwesentatives tA the Mtnbeis 
and, 

(3) an International Labor OfBce cootroUed by the Governing 
Body described in Article 393. 

Seciton 3 — General Pkincifus 

Abticle 437 

The Higb Contracting Parties, recognizing that the wdl-being, 
physical, moral and intdlectual, of industrial wage-eamos ts of 
supreme international importance, have framed, in order to far- 
ther this great end the pennanent machinery provided for in 
Section I and associated with that of the League of Naticus. 

They recognize that differences of cUmate, habits and customs, 
of eoMiomic <^)portunity and industial tradition, make strict 
uniformity in the oMtditions of iabot difficult ot immediate at- 
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tainment. But, holding as tbey do, that ^&bot should not be 
regarded merely as an article of oxninerce, they think that there 
are methods and principles for regulating labor conditions whidt 
all industrial communities should endeavor to apply, so far as 
th^ ^)ecial circumstances will permit 

Among these methods and prindi^es, the following seem to 
the High Contracting Parties to be of fpedal and urgent im- 
portance: 

First. — ^The guiding principle above onmciated that labor 
should not be regarded merely as a amunodi^ or article of 
commerce. 

Second. — ^The right of associations for all lawful purposes 1^ 
the employed as well as by the employers. 

rWrrf. — The payment to the employed of a wage adequate 
to maintain a reasonable standard of life as this is understood 
in their time and country. 

Fourth. — The adoption of an eight hour day or a forty-ei^t 
hour week as the standard to be aimed at where it has not 
already been attained. 

Fijth. — ^Tbe adoption of a weekly rest of at least twenty-four 
hours, which should include Sunday wherever practicable. 

Sixth, — ^The abolition of child labor and the imposition (rf 
such limitations on the labor of young persons as shall permit 
the continuation of their educatitm and assure thdir [Ktipn 
idiysical development. 

Seventh. — ^The principle that mm and women should recdve 
equal remuneration for ^rk of equal value. 

Eighth. — The standard set by law in each country with re- 
spect to the conditions of labw should have due re^ird to the 
equitable economic treatment of all workers lawfully rodent 
therdn. 

Ninth. — Each State should make provision for a sjrstem of 
inq>ection in which women should take part, in order to ensure 
the enforcement of the laws and regulations for the protection 
of the employed. 

Without claiming that these methods and t»indples are either 
complete or final, the High Ccntracting Parties are of opinicm 
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that they are well fitted to guide the policy <rf the Leagne o( 
Nations; and that, if adopted fay the industrial communities iriw 
are members of the League, and safeguarded in practice by an 
adequate system of such inflection, they will omfcr lasting 
benefits iqxui the wage-eamos of the wodd. 

Part XIV— GtTARAiniES 

Past XV — Miscxliakxoos Pkovisiohb 
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